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This Month 


INTERNAL CONTROL AND INTERNAL AUDITING 


As the Certified Public From the Standpoint 
Accountant Views It of the Company 
By Maurice E, PELOUBET By Victor Z. BRINK 


ORGANIZATION AS IT AFFECTS MANAGEMENT 
By L. L. PURKEY 


TRENDS IN PROFIT-SHARING AND PENSION TRUSTS 
By J. H. SHREINER 


MAKE THE FIGURES TELL A STORY! 
By J. A. LIVINGSTON 


THE BRITISH LOAN 
By WILLARD L. THORP 


INCOME TAX ACCOUNTING vs. COST ACCOUNTING 


By WILLIAM M. SHANAHAN 





Dear Boss: 
Everyone knows who | am, now! 





I’m the lucky girl Who Got The New 
Royal Typewriter! And if the other gals 
turn the new spring shades of green— 
you can’t blame ’em! 

All through the war we’ve had our 
hearts set on beautiful new Royals in- 
stead of these worn-out machines we’ve 
had to tangle with for so long. 

But one thing, Boss—from the looks 
I’ve been getting lately, you’d better give 
the others the same break you’ve given 
me. After all—we a// aim to please, and 
a Royal gives a gal a real chance to do 
faster and better work, almost auto- 
matically. 

In fact, we can’t help but please you 
with all of Royal’s swell modern con- 
veniences in there pitching! 

‘Here—just have a look at them— 


“Magic” Margin saves so much time! You 
just slide the carriage to where you want it 
‘—flick your finger—and the margin is set! 
No more battling stubborn margin stops. 





No wonder you get better work—with 


There's a special feel about a Royal! It’s 
Royal’s Automatic Paper Lock to help. 


partly because of “Touch Control’’—the 


wonder-working dial that adjusts tension of 
keys to your own personal touch. And it’s 
partly because Royal construction brings 


Rollers strike the paper below their final 
resting place, then roll upward, smoothing 
paper, holding it firmly against the cylinder. 


So all of this adds up to one wonderful typewriter! A 
survey proves that girls who type prefer Royals 2 to I! 
Bosses like Royal because it’s the sturdiest typewriter 
engineering science has produced! Saves maintenance 
money—boosts efficiency! Better call that Royal rep- 
resentative, Boss! 


Result: better impressions, finer copies, and 
quieter operation! (Of course, Royal is al- 
ready famous for its clear stencils.) 


ROYAL Gea ser % 


smoothness and ease of typing. 





“Magic” and “Touch Control” are registered 
trade-marks of Royal Typewriter Company, Inc. 
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“DITTO 
OLVES........ 


or PROBLEMS—GETS OUT ORDERS 4 TO 
ge ae 5 DAYS SOONER—SAVES THOUSANDS 
YEARLY.”’ titanium Alloy Mfg. Co., Niagara Falls, New York 








Order—shipping—invoice routines 
are simplified, shortened, speeded with Ditto’s 
One-Writing Method. A single writing or 
typing on a paper original provides all necessary 
instructions and records for filling, shipping 
and billing the order no matter how many 
shipments and back-orders are made! The Ditto 
method requires no mats—no stencils — no 
special skills. No other method handles the 
job so completely, so effectively. For a graphic 
picture of how this is done, write for our new 
folder, “An Order Billing System That Does 
Everything,” and an actual set of forms showing 
what Ditto does. There’s no cost, no obligation. 
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DITTO, Inc., 2210 W. Harrison St., Chicago 12, Ill. 
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LAS 


Forty-three vears ago the International 
Accountants Society was incorporated as 
a school of accounting. 

- We are proud of our reputation for up-to-date 
instruction which has kept pace with the 
changing times through all these uears. 





Co our many accountant friends whose in- 
fluence and co-operation have been largely re- 
sponsible for the growth and development of 
this institution, we extend sincere appreciation. 


INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 


Al Correspondence School Since 1903 
209 WEST JACKSON BOULEVARD 
CHICAGO 6, ILLINOTS 
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As a charter member of the Institute of 
Internal Auditors, and the author of articles 
and books on internal auditing, Mr. Brink 
(‘Internal Control 
and Internal Au- 
diting: From the 
Standpoint of the 
Company,’’ page 
249) is well qual- 
ified to carry his 
portion of the two- 
part discussion of 
the subject in this 
issue. Recently re- 
leased from the 
War Department, 
where he was chief 
of the Contract 
Audit Procedures 
Section of the Of- 
fice of Fiscal Di- 
rector, with the 
rank of Lieutenant Colonel, he is now serving 
as special consultant on accounting and audit- 
ing to Continental Industries, Inc., New York, 
and also is an associate professor of account- 
ing in the School of Business, Columbia Uni- 
versity. To balance these interests, he has a 
year-round choice of hobbies, including swim- 
ming, hiking and music. 


Revel-Conley 











MR. BRINK 


Another professed music lover is Mr. J. A. 
Livingston, Financial Editor of the Philadelphia 
Record, (“Make the Figures Tell a Story,” 
page 263), who 
undoubtedly must 
number among his 
musical favorites 
“‘Smoke Gets in 
Your Eyes,” for 
he also admits en- 
joying frying 
steaks over out- 
door fires. In less 
physically arduous 
moments, he pur- 
sues the  intrica- 
cies of chess which, 
in turn, undoubt- 
edly proved of aid 
in probing the mys- 
teries of wartime 
Washington, D.C., 
where he was in government service from May, 
1942 until August, 1945, first as economist 
with the War Production Board and subse- 
quently in the same capacity with the Office 
of War Mobilization and Reconversion. 

While with WPB, Mr. Livingston edited the 
confidential weekly magazine, “War Progress,”’ 
which was circulated to top executives in the 
Army, Navy and major government war 
agencies. This assignment, and other WPB 
and OWMR duties, brought him into close 
personal contact with James F. Byrnes, John 
W. Snyder, Donald M. Nelson, J. A. Krug, 
John D. Small, H. G. Batcheller, William L. 
Batt, and other key bankers, businessmen and 
government officials. 

Prior to going to Washington, Mr. Livings- 
ton served as economist with “Business Week,” 
public utilities editor of ‘Financial World” 
and associate editor of ‘New York Daily In- 
vestment News.” He is the author of “Re- 
conversion—The Job Ahead,” and has con- 
tributed articles on finance and economics to 
leading business and technical publications and 
magazines. 


Bachrach 





MR. LIVINGSTON 


A frequent contributor to the pages of THE 
CONTROLLER is Maurice E. Peloubet (‘“‘Inter- 


Introducing This Month’s Authors 


nal Auditing: As the Certified Public Account- 
ant Views It,’’ 
page 248), who 
has been repre- 
sented in our pages 
with articles on 
inventory controls 
and methods as 
well as observa- 
tions on control- 
lership and new 
concepts of ac- 
counting responsi- 
bilities. A partner 
in the public ac- 
counting firm of 
Pogson, Peloubet 
and Company, Mr. 
Peloubet is a na- 
tive of Chicago. 
He entered the New York office of Price, 
Waterhouse and Company in 1911, transfer- 
ring to the London office in November 1919, 
and working on engagements in England, Ire- 
land, Holland, France and other European coun- 
tries. He returned to the United States in 
1919 to enter the employ of Pogson, Peloubet 
and Company, becoming a partner in 1921. 

A certified public accountant of New York, 
New Jersey and Texas, Mr. Peloubet is treas- 
urer of the American Institute of Accountants. 
He has been active in accounting organizations, 
having been vice-president of the American 
Institute of Accountants, member of council, 
chairman of the board of examiners, and has 
been chairman or member of a number of com- 
mittees. He has been president of the New 
Jersey Society of Certified Public Accountants 
and has held other offices in that society and 
the New York State Society of Certified Public 
Accountants. 

Mr.' Peloubet is also a member and national 
director of the National Association of Cost 
Accountants, a member of the Accountants 
Club of America, and a director of the Arbitra- 
tion Association of America. He was a mem- 
ber of the Executive Committee of the Inter- 
national Congress on, Accounting held in New 
York in 1929, and was a delegate to the 
International Congress on Accounting held in 
New York in 1929, and was a delegate to the 
International Congress on Accounting held in 
London in 1933. He has been a consultant to 
the War Production Board and to the United 
States Navy Department and has recently re- 
turned from Europe where he was in charge of 
a special mission for the United States and 
British Combined Chiefs of Staff. 





MR. PELOUBET 


Since 1910, when Mr. L. L. Purkey (“‘Or- 
ganization as It Affects Management,” page 
253), entered the employ of Standard Oil Com- 
pany of California - 
as a price, order 
and stock clerk, 
and bookkeeper, in 
its sales district 
office in Tacoma, 
Washington, he 
has been connected 
with the company, 
excepting one year 
in the United 
States Navy, dur- 
ing,1918, as a yeo- 
man pay clerk. 
His _ responsibili- 
ties have been va- 
ried, including 
such posts as cash- 
ier, office manager, 





MR. PURKEY 


credit manager and a three-year period, begin. 
ning 1924, in San Francisco during which time 
he reorganized the accounting and clerica] ac. 
tivities, reducing the required personne] from 
1400 to 650 people. Since 1931 he has been 
manager of the Department on Organization 
his activities being chiefly concerned with of. 
ganization studies, embracing all departments 
and subsidiaries of the company. These Studies 
have resulted in extensive reorganization and 
consolidations of departments as well as the 
creation of new departments and _ subsidia 

companies, to meet the current demands of the 


company’s business. 


Under Mr. Purkey’s direction, members of 
his group have also conducted extensive Studies 
of organization and management Practices jn 
numerous leading industrial companies through. 


out the United States. 


These studies embraced 


top management and the Management of such 
activities as corporate secretaries, treasurers, 
controllers, stock transfer agents, and research 


and development. 


During the war period, the Standard Ojj 
Company of California gave generously of the 
time of its Department on Organization, whose 
members performed organization work for the 
United: States Army at Fort Douglas, Fort Ord 
San Bernardino Air Base, McClellan Field, and 
more recently for the civilian control by the 
Army of Occupation in Germany. 


Today the subject of pension plans is oft- 
discussed, but that was not true in 1930 when 
Mr. J. H. Shreiner (“Trends in Profit-Sharing 





MR. SHREINER 


Plans and Pension 
Trusts,” page 258) 
became actively in- 
terested in this 
field and associ- 
ated himself with 
a pioneer group 
who four years 
later established 
the firm of Towers, 
Perrin, Forster & 
Crosby, Inc. He 
has been connected 
with that concern 
ever since, and is 
today one of its 
directors and as- 
sistant to the pres- 
ident. Mr. Shrei- 


ner’s work with management in the develop- 
ment of such plans has ranged from very small 
companies to some of the largest from coast 


to coast. 


Some of these plans were funded 


through insurance company contacts, others 
were trusteed; while in a number of instances 
both procedures were used in funding a given 
plan. During the past several years, Mr. 
Shreiner has discussed employee benefit pro- 
grams before various organizations. As 4 pet 
sion expert, he has been called upon to testify 


in arbitration proceedings. 


Born and receiving his primary schooling in 
Ephrata, Pennsylvania, Mr. Schreiner continued 
his studies after coming to Philadelphia at the 
Peirce School, and at the Evening School an 
the Extension Schoo] of the University of Penn 


sylvania. 


For several years he worked in the 


accounting department of the U.G.I. Contract 
ing Company, and later as a traveling auditor 
for the Atlantic Refining Company. 

An enthusiast for various forms of outdoor 
activity, including hunting of small game, Mr. 
Shreiner has been interested in the develop- 
ment of recreational facilities for young people 
and is currently serving as president of the 
Lansdale Youth Council, Inc., an organization 
providing such facilities in his home tow®. 
More than 34,000 admissions during the past 
year set an attendance record for these rected 
tional facilities, and testify to the sound plan- 
ning that Mr. Shreiner has given this program. 


—PAuL HAASE 
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Edttorial Comment 


Carry-Back Tax Credits in Quarterly Reports 


Fe inquiry made by a member of The Controllers 
Institute of America as to whether refunds repre- 
senting Federal income tax carry-back credits should 
be included in quarterly financial reports elicited, when 
submitted to a group of controllers, a diversity of opin- 
ions. They were published promptly in a special bulle- 
tin put out by The Institute, under the direction of its 
Committee on Technical Information and Research. 
Careful reading of that bulletin will enable controllers 
to find the solutions which best fit the conditions in 
their respective companies. 

Attention is directed to a letter which is published 
elsewhere in this issue, from-Dundas Peacock, control- 
ler of the Elliott Company of Jeannette, Pennsylvania, 
in which he presents a clear picture of the various 
problems which are presented, together with his sug- 
gested solutions. 

He describes four sets of conditions, and sets forth a 
suggested course to pursue under each. He points out 
that there is no single answer to the problem, but dis- 
agrees with the “do-nothing” attitude which several 
controllers advocated, at least so far as the first quarter 
reports are concerned. 

Controllers are in a good position to decide this 
matter themselves and to follow a consistent course, 
dictated by the circumstances prevailing in their own 
companies. 

Mr. Peacock advocates making a forecast, even 
though it may prove to be wrong, but at least the mak- 
ing of the forecast will relieve the management of a 
possible charge of misleading the investing public by 
failing to take into consideration in its published re- 
sults of operations the probable effect on the year’s 
operations of potential recovery through tax carry- 


back. 


Prospects of Major Tax Revisions Recede 


HE opinion that major income tax revisions are 

still some distance in the future was expressed by 
Roy Blough, assistant to the Secretary of the Treasury 
and Director of Tax Research, in an address to mem- 
bers of the Controllers Institute of America on April 
15. He thought 1946 would be a quiet tax year in the 
sense of changes in the existing system. 


246 


Mr. Blough told of a plan which is under considera. 
tion under which low and high income years, so far as 
individuals are concerned, could be averaged. He em 
phasized that this plan is merely being considered nov. 
It might be included in postwar tax revision. He 
warned that the plan has not been given Treasury ap. 
proval. 

The Committee on Federal Taxation of the Control- 
lers Institute of America stands ready to assist the 
Treasury Department and Bureau of Internal Revenue 
if a percentage reduction in income taxes is given seti- 
ous consideration as a part of a so-called “quickie” 
measure later in the spring, as is being rumored. Such 
a change would probably involve considerable paper 
work on the part of employers in computing withhold- 
ings, and it is on that phase of the ‘problem that the 
controllers’ committee could be of assistance, as it has 
in the past. 


To Correct an Inequity 


A. last a measure has been introduced in Congress 
to amend the Internal Revenue Code in such man- 
ner as to correct the inequities brought about by the 
Supreme Court's decisions in the Virginian Hotel Cor- 
poration’s case on June 7, 1943. The measure is HR 
5978, introduced by Representative Hobbs on April 2, 
and referred to the Ways and Means Committee. Con- 
trollers will be glad to support this bill. 

The decision in the Virginian Hotel Corporation's 
case was to the effect that excess depreciation reduced 
the base, even though no benefit was realized by the tax- 
payer. The opinion was delivered by Mr. Justice Doug: 
las, and in it he indicated that the remedy was legisla- 
tive rather than judicial. 

The proposed amendment of the Revenue Code is to 
Section 113(b) (1) (B), and is intended to permit it- 
creasing the depreciation bases by the amount of exces 
sive depreciation claimed in loss years. The bill com 
taining the amendment would also amend the Revenue 
Act of 1932, and all subsequent acts, which would in 
effect give benefits retroactively to the year 1933. 

The subsection would be amended, under this meas- 
ure, by inserting after the word “allowed” the words 
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“as deductions in computing net income and resulting 
in a reduction of the taxpayer’s taxes.” 

An example of the inequity was given by a control- 
ler of a large corporation, as follows: 

“Under T. D. 4422 we set up certain rates of depre- 
cation as of 1934. The years 1935, 1937, 1938 and 
1939 were loss years and consequently depreciation at 
the 1934 rates was not questioned. In an audit of our 
1940 return the examiners, perhaps justly, determined 
that these rates were too high. If this is correct, the 
deduction claimed in the loss years was excessive and 
accordingly as Section 113(b)(1)(B) is now inter- 
preted the base on which we calculate future deprecia- 
tion has been unjustly reduced in such manner that we 
will be unable to recover even that portion of our orig- 
inal cost that is correctly applicable to our profit years. 

“The difficulty centers around the proper interpreta- 
tion of the word ‘allowed’ as used in the section as it 
now stands. The Commissioner maintains that any item 
claimed on a return and not disallowed in an audit is 
‘allowed.’ It can readily be seen how with such an in- 
terpretation a taxpayer could, through error, claim a 
ridiculously large deduction that an examiner would 
have no reason to question and therefore it would be 
allowed. This would preclude an attempt on the part 
of the taxpayer to correct the error. The Commis- 
sioner, however, is permitted to adjust where too little 
is claimed, as the base is reduced by the amount al- 
lowed or allowable. It is not difficult to visualize the 
complete elimination of depreciation deductions by 
taxpayers in loss years, thereby forcing the burden of 
proving the correct amount on the Commissioner.” 

The amounts involved are of major significance. The 
delay in presenting this amending measure was due to 
the fact that in 1943 and in the years following, Con- 
gress was engaged’ so fully wtih other matters of im- 
portance that it did not wish to give time to considering 
proposed technical amendments of the Code, even to 
correct inequities. This bill is standing by itself, inde- 
pendent of whatever other amendments of the Rev- 
enue Code may be agreed upon and introduced later 
in the current session of Congress. This would seem to 
indicate that some one in the House realizes that cor- 
tection of inequities is worthy of attention. 

The Committee on Federal Taxation, of The Con- 
trollers Institute of America, has-in the past advocated 
successfully many amendments of the Internal Rev- 
enue Code which were intended solely to correct ob- 
vious inequities, similar to that which is the subject of 
HR 5978, 

Controllers may well advocate enactment of this par- 
ticular measure. 


Administration of Relief Sections 


DMINISTRATION of the relief sections of the 
4 Federal Revenue Code may be improved by crea- 
tion of a panel within the Internal Revenue Bureau be- 
fore which taxpayers could lay their cases. Such a 
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panel is now being formed. Its personnel may be an- 
nounced before these lines appear in print. 

This development is the result of the hearings held 
several weeks ago before a joint committee of the Sen- 
ate and House of Representatives, when the whole pic- 
ture of the administration of those relief sections was 
reviewed. The suggestion that such a panel be formed 
came out of those hearings. The Commissioner of In- 
ternal Revenue expressed willingness to create such a 
panel. 

The proposal is that the panel consist of fifteen 
men, three each from five different groups—attorneys, 
economists, tax men from industry, tax consultants 
(who may be accountants or attorneys) and Bureau 
employees. It is planned to pay the members of the 
panel, although at first the drafting of $1-a-year-men 
was considered. 

Creation of this panel, if and when it takes place, 
should be helpful in improving the administration of 
the relief sections of the Revenue Code. 


Another Jolt for Taxpayer 


AILING of a tax return to the Collector of In- 

ternal Revenue does not constitute delivery on 
the due date, even though the mailing took place in 
ample time for its receipt by the Collector within the 
time limit. Such was a recent ruling by the Tax Court. 
Thus a taxpayer must assume the risk of nondelivery, 
or of mishandling in the Collector's office. 

Proof was presented in the consideration of this case 
to the effect that the Collector had lost but one return 
of 360,000 filed with him in a three-year period. So it 
must have been the postoffice department. 

Just another jolt for the taxpayer. 


Controllers as Company Officers 


ROM time to time information comes to the Con- 

trollers Institute of America concerning the estab- 
lishment of the position of controller in a given com- 
pany on the basis of the occupant of that position 
becoming an officer of the company. Thus the control- 
ler is promoted from the status of employee to that of 
an officer, taking his place alongside of the other offi- 
cers provided for by the By-Laws or Resolutions of his 
company. 

These changes are recognition not only of the im- 
portance of the duties carried by a controller, but also 
of the capability of the individual performing those 
duties, in specific instances. They are merely additional 
indications of the growth of this calling and of the ex- 
tent to which the usefulness of controllership has be- 
come fixed in the minds of managements. 

Amendments of state corporation laws to establish 
the position of controller as a statutory office is not 
necessary in order to make the controller an officer. A 
board of directors’ resolution will usually suffice. 

—A.R.T. 








As the Certified Public Accountant Views It 


Although there is not much new to 
say about the relation of internal check 
and control and internal auditing to the 
independent audit carried out by certi- 
fied public accountants, there is always 
some value in reviewing what has been 
attempted. What has been agreed to is 
much more readily and easily stated 
than what is actually understood and 
followed out. Everyone in any way con- 
nected with accounting for and the au- 
dit of corporations will agree to certain 
broad propositions: that internal con- 
trol and check should be adequate, that 
the internal audit should be sufficient, 
and that the independent audit should 
be a final check and review of these 
procedures. We have progressed to this 
extent. 

Practically no one seriously questions 

the desirability of arranging and or- 
ganizing the clerical and accounting 
work of a corporation in such a way as 
to make it self-checking and self-con- 
trolling without at the same time requir- 
ing duplication of work. No one denies 
the value and usefulness of an internal 
audit staff in a corporation where the 
volume of work makes it possible to em- 
ploy full-time ,internal auditors. It is 
equally well understood by the govern- 
ment agencies concerned, such as the 
Securities Exchange Commission; by 
ptivate agencies such as the Stock Ex- 
change and financial reporting agen- 
cies; and by the accounting profession, 
that full weight may be given in an in- 
dependent audit by the certified public 
accountant to the system of internal 
check and control and to the work of 
the internal audit staff. 
: To some of the younger members of 
this audience, these statements will 
sound like. truisms. Hardly anyone 
whose busifiess experience began after 
the First World War will be able to 
recollect hearing any serious objections 
to them. However, although isolated 
examples have been in existence for 
many years, the organization and de- 
velopment of modern internal auditing 
staffs has really been a matter of the 
last twenty years or so. Of course, cer- 
tain types of internal audit work had 
been carried out for many years, but 
they were comparatively limited both in 
the scope of the work and the corpora- 
tions to which they applied. 

Railroads and other transportation 
companies had developed highly efh- 
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cient staffs with definitely limited work. 
These auditors were in most instances 
highly skilled, for instance, in making 
checks of ticket offices. This may sound 
like the merest routine, but a satisfac- 
tory and reliable check of a consoli- 
dated ticket office in a large city calls 
for great auditing skill. The possibili- 
ties of manipulations of funds belong- 
ing to different railroads, and the sub- 
stitution of used or obsolete tickets are 
only two of the possibilities for fraud 
which exist in such an office. The vir- 
tual breakdown during the war of ade- 
quate internal check in the dining car 
service on railroads only serves to show 
how well and carefully this work must 
have been done under normal condi- 
tions. A few of the large industrial cor- 
porations had internal auditors who 
confined themselves principally to the 
audit of cash and payroll and who 
would have been surprised and discon- 
certed if they had been told that they 
had any responsibility for checking ex- 
pense allocations or capital charges. It 
would have seemed strange to them if 
they were held responsible for the 
physical check of inventories or if they 
had been instructed to make confirma- 
tion of receivables by correspondence 
with the debtors. 

One of the first industries which de- 
veloped the field of internal auditing 
was the chain store. While the work of 
the internal auditors was highly stand- 
ardized in this industry, it did go be- 
yond the old-style internal audit of 
cash, payrolls, and vouchers. Inven- 
tories were subjected to careful spot 
checks. All this work was of value in 
carrying out the independent audit. 
The extent to which it could be relied 
on was subject to some differences of 
opinion. Before the last world war, it 
was beginning to be increasingly evi- 
dent that anything approaching a detail 
check of a large corporation by the in- 
dependent auditor was getting more 
and more nearly impossible. The huge 
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accounting organizations which would 
have been required for this work would 
have been intolerably unwieldy and ex. 
pensive. It also appeared that an ade. 
quate audit where the independent au. 
ditor relied entirely on his own tests 
and checks would be impossibly volu- 
minous and expensive. At the same 
time, with the growth of corporations 
both in size and complexity, progres. 
sive management realized that some. 
thing in the nature of a continuous and 
comprehensive internal audit was neces- 
sary. The scope of the work of the in- 
ternal auditors gradually increased un- 
til in many of the larger corporations 
the internal audit department either 
produced or checked summarized state- 
ments for management, properly sup- 
ported, which covered the entire opera- 
tions of the enterprise. In some cases, 
the internal auditors were responsible 
only for the accuracy of the statements, 
in others, they were responsible for uni- 
formity of procedure under uniform 
conditions. In some cases they were en- 
couraged to report on accounting and 
administrative personnel. 

Even before the change in auditing 
standards brought about by the McKes- 
son and Robbins case, internal auditors 
were occasionally made use of for the 
verification of physical inventories and 
in some cases for confirmation of ac- 
counts receivable. In this development 
period, there was little uniformity ei- 
ther in the practice of internal auditing 
or in the definition of the internal au- 
ditor’s position and duties. Fortunately, 
this condition is being remedied by a 
careful and continuing study of the po- 
sition, classifications, and duties of in- 
ternal auditors by the Institute of In- 
ternal Auditors which was founded in 
1941. In some ways it is difficult to 
praise the work of this group too 
highly. Few accounting officials will 
agree with every statement made by the 
Institute and no one, least of all the In- 


(Please turn to page 251) 








“EXTERNAL” AND “INTERNAL” 


In any. discussion of internal control and internal auditing, the role of the certi- 
fied public accountant must be clearly outlined. Mr. Peloubet, of Pogson, Peloubet 
and Company, certified public accountants, presents herein views that will be of 
interest to controllers in their study of this subject. 


—THE EDITOR 
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Internal Auditing: 


From the Standpoint of the Company 


It is highly appropriate that those 

rsons responsible for the internal or- 
ganization and operations of American 
business should turn in this post war 
eriod to a reexamination of the prin- 
ciples and procedures by which the 
proper internal functioning is more as- 
sured. All of us familiar with the pres- 
sures and problems of war time opera- 
tions know that there was an unavoid- 
able let down in such areas. Not that 
anyone in a responsible position shirked 
his responsibilities in that respect—it 
was simply a case of giving attention to 
more pressing needs. These other needs 
included the procurement of vital mate- 
tials, acceleration of production, financ- 
ing problems—Government loans, de- 
termination and collection of amounts 
due from’ Governmental agencies, and 
the like. Now, however, these things 
are behind us, at least to a substantial 
extent. We are now moving back into 
akind of operation where internal effi- 
ciency again becomes of first impor- 
tance. It is time, therefore, to reorient 
ourselves to sound principles of inter- 
nal control and to see to it that such 
principles are applied in our individual 
business organizations. 

It will, of course, be impossible in 
this paper or within the limits of any 
program such as this to deal with all of 
the internal procedures and policies 
which make for effective internal con- 
trol We can, however, examine the 
fundamental bases of good internal 
control and the major principles which 
should be observed in dealing with the 
specific problems in the individual or- 
ganization. We can also consider cer- 
tain problems of organization—the 
place in the company organization of 
those key individuals who are charged 
in some manner with major responsi- 
bilities for good internal control. This 
paper will be directed to those ends. 


GENERAL MEANING OF INTERNAL 
CONTROL 


_As a starting point we may well con- 
sidet for a moment the general mean- 
ing of the term “Internal Control.” It 
's a term which has often been nar- 
towly construed to apply only to mat- 
ters which directly affect accounting. A 
more realistic view, however, is, I be- 
lieve, to relate it to the efficiency of all 
the company’s internal procedures and 
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policies insofar as those internal pro- 
cedures. and policies deal with the ac- 
quisition, handling or disposition of 
company assets, or insofar as they relate 
to the general financial operations of 
the company. There are, of course, 
transactions of a specialized nature with 
respect to which one does not ordi- 
narily associate the term internal con- 
trol. The isolation of such transactions 
is, however, at best insecure and will be 
broken down eventually if the financial 
implications of these transactions be- 
come sufficiently significant. 

The goodness of the internal control 
has here been linked to the term efh- 
ciency. This efficiency is measured in 
certain important ways, which include 
the following: 

(1) Adequacy of control over the 
acquisition and receipt of goods and 
services needed by the business. This in- 
cludes the question of proper authoriza- 
tion, general tests of propriety and as- 
surance of the receipt of the goods or 
services both in a physical sense and in 
accordance with the authorized basis. 

(2) Adequacy of control over the 
handling and care of company assets in 
the light of value of the particular as- 
sets, risk of loss or damage, etc. 

(3) Adequacy of control over the 
utilization of company assets and re- 
sources. This would, of course, include 
raw materials, supplies and fixed plant, 
and also purchased services, manpower, 
and the like. 

(4) Adequacy of control over the 
disposition of company assets and serv- 
ices as sales to assure that revenue is 
properly recognized and safeguarded. 

(5) And finally adequacy of the pro- 
cedures for meeting the various regu- 
latory requirements imposed by Gov- 
ernment. These procedures include 
matters such as priorities, wage stabi- 
lization requirements, price ceilings, 


and all types of periodic Governmental 
reports. 

The adequacy of the control in each 
case means the extent to which protec- 
tion is provided against fraud, error, 
waste, or éther types of loss. It means 
also the extent to which there is an 
economy of time and effort by doing 
things the best possible way and having 
information available promptly. 


PRINCIPLES OF INTERNAL CONTROL 


With the nature and objectives of 
good internal control as a foundation 
we may advantageously consider certain 
basic principles which are of first im- 
portance. The first of these principles 
and perhaps the foremost is the work- 
ing out of checks and balances as a part 
of the procedures. This principle is 
simple of expression but it is at the 
same time far reaching and often difh- 
cult of application. It means that the 
results of a particular computation, 
transaction, group of transactions, or 
even a major functional operation, is 
tested, checked, or appraised by another 
type of action which is substantially in- 
dependent of the original action. At the 
clerical level this may consist of a sec- 
ond clerk rechecking extensions origi- 
nally made by the billing clerk. At a 
higher level it may consist of the ac- 
counts payable department checking 
the agreement of the purchase order 
with the receiving reports prepared by 
the receiving department. At a still 
higher level the work of the internal 
auditing department constitutes a check 
or balance with respect to the opera- 
tions of the treasury department. Or as 
a more non-accounting illustration I re- 
call Mr. Alfred Sloan’s statement that 
he looked upon the General Motors Prov- 
ing Ground as a check on his manufactur- 
ing department. 





tries, Inc., of New York. 


POSTWAR CONTROLS 


Greater emphasis is now being placed on adequate internal procedures. In- 
ternal control and internal auditing programs are being reactivated following the 
wartime emphasis on production at any cost. Mr. Brink’s observations on this sub- 
ject are based on his address before the March 14 meeting of the New York City 
Control. In connection with the observations on the adjoining page by Mr. Pelou- 
bet, they deserve careful reading. Mr. Brink is affiliated with Continental Indus- 


—THE EDITOR 
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In actual practice, the number of di- 
rect and indirect checks and balances 
constitutes a complex pattern. The ob- 
jective is, of course, to develop the pro- 
cedures in such a way that these checks 
and balances can be worked out so far 
as possible as a part of the work which 
would be required in any event. Such 
developments are the real bargains 
from a cost standpoint and, where 
properly designed, will in many cases 
automatically call a halt to the progress 
of a transaction when some part of the 
transaction has been improperly han- 
dled. * 

A second principle of good internal 
control is the establishment of a proper 
organization. It is quite apparent that 
people cannot function efficiently if 
they are uncertain as to their responsi- 
bilities and the authority delegated to 
them, or as to the means by which their 
responsibilities can be discharged. Over- 
lapping responsibilities mean in most 
cases double effort with resulting fric- 
tion, or it may mean that no one feels 
the real responsibility with the result 
that no action is taken at all. 

A third principle of good internal 
control is that the procedures in opera- 
tion, no matter how skillfully designed 
in the first instance, must be currently 
reviewed in the light of the then exist- 
ing conditions. All internal procedures 
can not meet the test of stopping the 
transaction when the particular proce- 
dure is omitted or improperly -carried 
out and the current review must, there- 
fore, determine the extent of compli- 
ances. In addition, conditions may have 
changed and changes in the procedures 
may be needed. This means that con- 
tinuously and in a systematic manner 
we must be taking a fresh look and ap- 
praising the adequacy of our proce- 
dures in the light of the cost of the pro- 
cedures, the risks involved, and the 
benefits obtained. 

The last principle in my classification 
is that of intensive follow up of all in- 
dicated deficiencies in the internal pro- 
cedures. The indications of deficiencies 
may take the form of errors discovered, 
complaints received or of findings and 
recommendations of those who have 
reviewed and appraised the current 
procedures. In all cases the important 
thing is to consider the significance of 
the deficiency and the cost and merits 
of the alternatives, and to reach a deci- 
sion. Where the decisions is to take 
certain actions the important thing is to 
see that such actions are carried through 
to a conclusion. 


MEANS AVAILABLE FOR ACCOMPLISH- 
MENT 


We may next appropriately turn to 
some of the major means which are 
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available to management for the de- 
velopment of good internal control in 
its company organization. All of these 
techniques and methods are, of course, 
being constantly improved and per- 
fected and in many cases new tech- 
niques are evolving to deal more effec- 
tively with certain phases of the prob- 
lem. The increased utilization of these 
techniques is without question an area 
in which all of us who seek to serve man- 
agement can render one of our greatest 
contributions. 

One of the most important of these 
available means is certainly a good ac- 
counting system—a phase in which you 
as controllers and in which all of us as 
accountants are especially interested. 
The starting point here is an intelligent 
consideration of what management 
needs to discharge properly its respon- 
sibilities. These needs center about the 
responsibilities for the proper protec- 
tion of company assets and the utiliza- 
tion of company resources in such a 
way as will result in the greatest legiti- 
mate profit judged from the standpoint 
of the company’s long run interests in 
relation to the interests of the society 
of which the company is a part. This 
involves decisions as to what transac- 
tions should be identified and in what 
detail? What assets merit protection 
and how much? The manner in which 
information should be classified and 
summarized and the manner in which it 
should be made available? In all of 
these decisions the accountant can and 
should take a leading part. The point to 
be emphasized, however, is that the de- 
cisions must in the main precede the ac- 
tual formulation of the accounting pro- 
cedures as such. The accountant is then 
in a position to develop the specific 
forms and procedures by which the 
transactions involved can be first iden- 
tified and recorded and by which the 
subsequent accumulation and classifica- 
tion of data can be carried out to make 
the information available in part for 
current reference and in reports to pro- 
vide the needed information. 

In carrying out his assignment the 
accountant can judge the degree of suc- 
cessful accomplishment in the light of 
certain criteria. These criteria will in- 
clude: 


(1) The extent to which the principle of 
automatic checks and balances is exploited. 

(2) The extent to which simplification is at- 
tained. 

(3) The extent to which the forms or other 
papers prepared provide assistance to those en- 
gaged in or charged with the responsibility for 
current operations. 

(4) The sreed with which information is 
made available at all stages. 

(5) The ease with which later reference can 
be made to the underlying data by auditors or 
others. 

(6) The extent to which complete coverage 
of the particular type of transaction is assured. 


(7) The extent to which the cost of provid. 
ing the accounting services is reduced. 


A second important technique which 
may be’ utilized by management, and in 
part involving the accounting system 
directly—although broader than the ac. 
counting system as such, is the develop. 
ment of manuals or other written media 
which set forth in a clear cut fashion 
the organizational responsibilities and 
the important company policies. The 
development of these manuals serves a 
twofold purpose. In the first place, they 
force management to clarify its own 
thinking—and this clarity frequently 
does not exist. In the second place, the 
written record, is available for the guid- 
ance of those directly involved and also 
for the information of other persons 
who have indirect relationships with 
the group primarily involved. 

The development of a good budget. 
ary program is still another important 
technique for control purposes. This 
technique covers a wide range from the 
development of standards for the per- 
formance of particular operations and 
the cost of particular products or serv- 
ices to the forecasting of budgets of op- 
erations, cash budgets, financial state- 
ments, and the like. In all cases the 
common characteristic lies in the estab- 
lishment of a standard or yardstick 
against which actual performance can 
be measured and based upon which 
deviations can be analyzed to determine 
corrective action or possible changes in 
management policy. 

Still another important technique for 
the accomplishment of good internal 
control is the setting up of a good per- 
sonnel department. It is quite obvious 
that internal procedures cannot be car- 
ried out efficiently unless properly quali- 
fied individuals are carrying out those 
procedures. Moreover, the original se- 
lection of the employees, while of basic 
importance, is not enough. The em- 
ployees must be adequately trained in 
the light of the special company te- 
quirements. In addition, it is necessary 
that proper incentives be provided and 
that appropriate personnel policies be 
developed for the employees’ general 
welfare and the preservation of their 
general morale. 

I have by no means covered all of the 
available techniques but I should like 
to close this section of our discussion 
with the consideration of one of the 
more recently developed techniques— 
that of internal auditing. Here is an ex- 
cellent illustration of a technique which 
has developed in response to specific 
needs of management. In the smallet 
type of organization management is, of 
course, able to maintain a fairly intt- 
mate contact with current operations. 
Under such circumstances the reliance 
on accounting and statistical data is 
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naturally more limited. When, how- 
ever, the company’s operations expand 
on a voluminous and far flung basis the 
aforementioned program becomes im- 
practicable. Management is more and 
more divorced from actual operations 
and must in formulating policies and 
procedures rely on accounting and op- 
erating reports. The need for the veri- 
fication and analysis of currently pre- 
pared accounting data, therefore, in- 
creases. 

The formulation of policies and rules 
at the same time creates other new 
problems. Management must now have 
assurance that the policies and rules are 
understood and carried out as intended. 
Moreover, the lack of first hand con- 
tact with and observation of operations 
brings with it the need for the appraisal 
we previously found to be so important. 
Management has, therefore, found it to 
be increasingly advantageous to make 
use of a new agency—the internal au- 
diting department—to bridge the Bap 
and to serve as an independent chec 
on the accounting and other operations 
of the organization. 

It may be true, in a certain sense, that 
internal auditors have taken over a part 
of the work formerly carried out by 
public accountants. This transition has, 
in my opinion, been a very natural and 
healthy one. It is clear that in a large 
eS epen the more detailed type of 
auditing and analysis can be performed 
more economically by auditors on the 
company’s own payroll. Of even more 
significance, however, is the fact that 
this basic auditing work is simply the 
starting point for an even more impor- 
tant range of management services for 
which the internal auditor, through his 
association with company activities, is 
especially fitted. The outside account- 
ants, at the same time, have had their 
public responsibilities increased many 
fold and the leaders of the profession, 
including Mr. Maurice Peloubet who is 
with us tonight, have recognized the 
soundness of the change and have re- 
garded it as an opportunity to direct 
their own efforts to the larger questions 
for which they are so well qualified. 
There is, in my opinion, no competition 
between the internal and external audi- 
tor. While they have certain common 
interests, each has his own basic respon- 
sibilities and each must direct his efforts 
to the proper discharge of those re- 
sponsibilities. 


To WuHom RESPONSIBLE 


There is only one further matter 
upon which I should like to touch. This 
matter concerns the place of the inter- 
nal auditor in the company organiza- 
tion and his relation to the Controller. 
It is expressed in the question “To 
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whom should the Internal Auditor be 
directly responsible?”. The importance 
of the answer revolves largely upon the 
bearing it has on the independence of 
the internal auditing department. In 
this connection it is essential to recog- 
nize that the basis of effective auditing 
is that the internal auditor be independ- 
ent of any operation or department 
which he is asked to review. This is 
necessary because otherwise the internal 
auditor cannot appraise and criticize the 
particular activities, being restrained as 
he is by his lack of authority and by his 
dependence, in a sense, on the mercy of 
the person in charge of the particular 
operation. This is not a sound situation 
and it tends to undermine one of the 
most important contributions which the 
internal auditor can make. The best an- 
swer to the basic question, therefore, as 
it applies to internal auditing will nor- 
mally be that one which, so far as it is 
practicable, gives the internal auditor 
the greatest independence in carrying 
out his internal auditing activities. 

The idea has been advanced that to 
best achieve this independence, the in- 
ternal auditor should be made directly 
responsible to the board of directors, 
and this procedure has been followed in 
some companies. This procedure has 
merit but care must be exercised that 
the arrangement does not undermine 
the basic fact that internal auditing is a 
technique by which management ac- 
complishes good internal control. For 
the latter purpose the internal auditor 
should be under the direct control of 
the management. 

As to what officer the internal audi- 
tor should report to, no final answer 
can, in my opinion, be given. In the 
first place, one can easily be deceived by 
titles and assume that reporting to an 
officer with a given corporate title is 
the same in two situations. Unfortu- 
nately, the function and authority of 
officers bearing the same title vary 
widely between companies. In making 
any decision, therefore, as to lines of re- 
sponsibility, it is necessary to determine 
that the officer in question has sufficient 
authority to assure the needed inde- 
pendence to the internal auditor, re- 
gardless of the title that officer may 
have. It is clearly undesirable that the 
internal auditor report to the officer 
who functions as the Chief Accountant. 
It would alse be undesirable for the in- 
ternal auditor to report to any depart- 
mental head. On the other hand, if the 
internal auditor reports to the President 
or a Vice President, independence 
seems to be best assured. As to whether 
or not he should report to the Control- 
ler is to my mind substantially a ques- 
tion as to whether the organizational 
status of the Controller is of a vice- 
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president status—in other words, a 
management executive of first rank. 

I have set forth the above conclusions 
very frankly because I believe that you 
want that type of presentation. I should 
like to add, however, that I am well 
aware of the difference between theory 
and practice and that in the last analysis 
it counts less what the official chart says 
and more as to what the real working 
relationships are in a particular com- 
pany. From the standpoint of the inter- 
nal auditors, we are interested primarily 
in the opportunity to do the right kind 
of a job and to render the services of 
which internal auditing is capable. En- 
tirely too much emphasis can be given 
to questions of jurisdiction whereas the 
really important matter is the working 
together as a team to achieve the com- 
mon objectives of long run welfare of 
the company involved. 





AS THE C.P.A. VIEWS IT 
(Continued from page 248) 








stitute itself, would say that it had ar- 
rived at final conclusions. Their work, 
however, in examining and classifying 
the duties of internal auditors and clari- 
fying the internal auditors’ position has 
been invaluable both to corporation ex- 
ecutives and to the accounting profes- 
sion. 
SEC VIEWPOINT 


The attitude of the public accountant 
toward the work of the internal auditor 
is, it goes without saying, one of the 
heartiest and most complete coopera- 
tion. In fact, it may be said that coop- 
erating fully with the internal audit 
staff is one of the principal functions of 
the independent auditor at the present 
time. This is fully recognized by the Se- 
curities Exchange Commission whose 
Rule 2-02 of Regulations S-X states: 

In determining the scope of the audit neces- 
sary, appropriate consideration shall be given 
to the adequacy of the system of internal check 
and control. Due weight may be given to an in- 
ternal system of audit regularly maintained by 
means of auditors employed on the registrant's 
own staff. The accountant shall review the ac- 
counting procedures followed by the person or 
persons whose statements are certified and by 
appropriate measures shall satisfy himself that 


such accounting procedures are in fact being 
followed. 


If the independent auditor is to give 
the fullest possible weight to the work 
of the internal audit staff, he must sat- 
isfy himself that the staff is composed 
of men of adequate training and ability. 
He must make sure that it functions 
with sufficient freedom and independ- 
ence. He must satisfy himself that its 
programs and methods are properly de- 
vised, that they are actually put into ef- 
fect, and that it reports to an official 
sufficiently removed from the actual re- 
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cording of transactions to be in a posi- 
tion of sufficient responsibility and au- 
thority to be sure that he will take an 
objective view of the matters reported 
to him, and that he will be able to see 
to it that such matters as require the 
consideration of the executive officials 
of the Board of Directors are brought 
before them. 

All this requires the expenditure of 
time and the exercise of judgment. A 
critical examination of internal audit 
programs, a careful perusal of internal 
auditors’ reports, and a test to see if 
the internal auditors actually do the 
work which they are instructed to do 
requires time as well as the exercise of 
skill and judgment. In many ways it is 
one of the most important parts of an 
audit. 

The relation between the independ- 
ent auditor and the internal auditors is 
certainly not that which exists between 
the independent auditor and members 
of his staff. The independent auditor 
does not directly issue instructions to 
members of the internal audit staff, al- 
though he may frequently do so indi- 
rectly by making suggestions for inter- 
nal audit programs. The relation is 
more nearly parallel to that existing be- 
tween two accounting firms, one of 
which is doing work which the other 
firm is willing to accept after satisfying 
itself of the responsibility and relia- 
bility of its correspondent. 

In the matter of reliance on the work 
of the internal audit staff and the prepara- 
tion of schedules and statements by the 
clients, the requirements of the Securities 
and Exchange Commission and those of 
generally accepted auditing procedures 
are the same. The Securities and Exchange 
Commission, however, has some rather 
formal requirements concerning the use 
of a client's staff. It would, for example, 
in the opinion of the Commission, be 
quite improper for the auditor to request 
the client’s bookkeeper or even the client’s 
internal auditor to assist in making a spe- 
cific check of some record. It is apparently 
quite correct, in the eyes of the Commis- 
sion, to accept similar work when done 
as part of the internal audit work. 

The position of the Commission seems 
to be predicated on the existence of in- 
ternal control and internal auditing which 
approaches the ideal, a situation almost 
mever met with in practice. In many en- 
gagements, particularly in the audits of 
smaller enterprises, the accountant must 
frequently make up for the deficiencies of 
his client’s organization. 

There is no doubt that where the pub- 
lic accountant does work which is under 
the supervision of the Commission he 
must follow the Commission’s require- 
ments. In audit work which does not look 
to the preparation of statements for the 
Securities and Exchange Commission but 
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is done to report on statements for credit 
gtantors. or proprietors, the accountant 
may, under special circumstances, make 
use of the assistance of the client’s staff, 
and he should rely on his own judgment 
as to the nature and extent to which this 
assistance can be used without affecting 
the integrity of his audit work. 


CONTROLLER'S COOPERATION 


It is hardly possible, within the scope 
of this paper to go into all the detailed 
ways in which’ an internal audit staff and 
the independent auditor may cooperate. 
Cooperation between the controller of a 
company and the independent auditor 
may bring out many possibilities of saving 
of time during the audit. For instance, 
in some cases a substantial part of the de- 
tail work of checking inventories physi- 
cally may be carried out by the internal 
auditors, with a considerable decrease in 
the number of the independent auditor's 
staff required for this work. Much of the 
work involved in confirming accounts re- 
ceivable may be done by the internal audi- 
tor’s staff without loss of control of the 
work by the independent auditor if prop- 
erly arranged et supervised. 

Many schedules prepared for internal 
purposes may be copied or slightly 
modified for the use of the independent 
auditor. Intelligent planning of this 
sort will suggest many ways to do the 
work quicker or at more convenient 
times with equal assurance to the inde- 
pendent auditor. ; 

The independent auditor must, as 
part of his audit, make a survey of the 
internal check and control of the com- 
pany. This is usually done by means of 
the comprehensive questionnaire. Most 
of the larger accounting firms have 
their own forms for this which have a 
general similarity. Examples may be 
found in the various works on auditing 
and audit working papers. Two types 
of comprehensive questionnaires are to 
be found in Chapter 13 of “Contempo- 
rary Accounting,” recently published 
by the American Institute of Account- 
ants. A detailed description of these 
questionnaires would come close to writ- 
ing a book on internal control and you 
will be relieved to know I do not in- 
tend to attempt this here. 

To some extent the internal auditors 
may assist the independent auditor in 
determining whether or not the system 
of internal control is satisfactory. If the 
internal auditor is instructed to exam- 
ine into this in the course of his audits 
and to report on it, the independent au- 
ditor may use such reports as a basis for 
his own determination of the sufficiency 
of the internal check and control. 

To sum up the whole question from 
the independent auditor’s point of 
view, it may be said first, that the inde- 
pendent auditor is responsible for sat- 


isfying himself that all transactions of 
the company on whose accounts he js 
reporting have been checked either by 
another official or employee, which is ip. 
ternal check and control, or by an inter. 
nal auditor or by his own staff. His ay. 
dit program and questionnaires should 
be so arranged that he can demonstrate 
that all transactions are so covered. The 
distribution of this coverage is a mat. 
ter for the judgment of the independ. 
ent auditor. Based on his investigation 
of conditions, the independent auditor 
should satisfy himself of exactly what 
transactions are adequately covered by 
internal check or internal audit and ar. 
range his own program: first, to cover 
such parts of the audit as only the in. 
dependent auditor can undertake; and, 
—second, to remedy any deficiencies in 
the internal check and internal audit of 
his client. If these latter are serious, this 
should be reported to the client with 
suggestions for cooperation which will 
tend to reduce the volume of his work 
at the next audit. 

Bernard Shaw once said that to some 
extent every profession is a conspiracy 
against the public. I think we all know 
what he meant. Most professional men 
like to have a little mystery surround- 
ing their work. Many professional men 
would like to have some more work 
and therefore make no efforts to mini- 
mize the need for their services. I be- 
lieve, however, the enlightened self. 
interest of the accounting profession 
will not lead it into these errors. Ac- 
counts and auditors for many years 
have made efforts to reduce the volume 
of their work, and, to some extent, to 
work themselves out of jobs. They have 
been successful so far as particular types 
of work are concerned, but the total 
volume of accounting work has in- 
creased steadily over the years. I wish 
I could say that the end is in sight, but 
I do not believe it. One of the most ef- 
fective means by which the accountant 
can reduce some part of his work is 
through the most careful cooperation 
with the controller and the operating 
management of the company to develop 
and build up the internal check and 
control, and the internal audit work of 
the corporation with a corresponding 
decrease in the volume of detailed work 
required from the staff of the inde- 
pendent auditor. . 


Fund for Scholars 


An educational fund of $1,000,000 for finan- 
cial assistance to college and university gtae 
uates desiring higher education and funda- 
mental research in scientific and industrial fields 
is maintained by one of the large electrical 
manufacturers. Fellowships of $1,500 annually, 
with an additional $500 for specific apparatus 
or other expenses, are granted to qualified graa- 
uates. The fund includes $200,000 for loans 
and scholarships for the firms’ employees, their 
children and dependents. 
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Organization as It Affects Management 


Although the field of organizational 
planning for business is a comparatively 
new one, it already has developed a sub- 
stantial fund of material that can be 
adopted by individual companies to suit 
their particular needs; moreover, I am 
firmly convinced that in the competitive 
years to come its further development will 
help to preserve the production rates and 
eficiencies which have given us the high 
living standards of a free people and 
which must be maintained if we are to 
compete in world trade with races having 
neither standards nor freedom. 

To reduce the organization planning 
function to its most simple terms, we may 
say that it consists of the development and 
maintenance of a sound and clear-cut plan 
of organization through which manage- 
ment can most easily and effectively direct 
and control the business. In this connec- 
tion there are, however, certain requisite 
conditions. These may be stated as fol- 
lows: 


1. The functions, responsibilities, rela- 
tionships and limits of authority should 
be clearly defined for each department or 
separable unit organization, and each re- 
sponsible position. 

2. There should be a proper delegation 
of authority which means that all decisions 
should be made at the lowest practical 
level of management. 

3. Relationships should be clearly de- 
fined so that there is a thorough and 
proper understanding of the requirements 
on the part of each responsible member 
of the organization. 

4. The proper coordination of the en- 
tire organization on a company-wide basis. 


Most companies make a sincere effort in 
the maintenance of proper organization. In 
our own company, this effort is formal- 
ized and carried out largely through the 
Department on Organization. It has been 
a practice of long standing in our work 
along organization lines, not only to bring 
to bear the best thought on organization 
in Our Own company, but to investigate 
the organization arrangements of others 
so that we might have the benefit of good 
Ptactices that operate elsewhere. -Our in- 
terest in these matters have been carried 
to considerable lengths, all of which we 
consider to have paid ample dividends. As 
illustrations, I will cite first the Company's 
initiation of a survey in thirty-one promi- 
nent industrial companies located through- 
out the United States. This study was suc- 
cessfully sponsored by the Stanford 
Graduate School of Business and it cul- 
minated in the publication of the book, 


By L. L. Purkey 


“Top-Management Organization and 
Control” (By Holden-Fish-Smith, pub- 
lished by Stanford University Press, 1941, 
and reviewed in THE CONTROLLER for 
September, 1941). 

Somewhat smaller in scope but rela- 
tively of the same importance, and of spe- 
cial interest here, was a second study spon- 
sored by the Standard Oil Company to 
develop the functions of secretaries, treas- 
urers and controllers in 24 leading com- 
panies throughout the U. S. This study 
was made by my own organization with 
the assistance of Dean Jackson of the 
Stanford Graduate School of Business and 
the findings have been incorporated in a 
pamphlet entitled, “The Functions of 
Corporate Secretaries, Treasurers and 
Comptrollers.” The knowledge and ex- 
perience gained in making these studies 
have proved invaluable to our own organ- 
ization planning; and the changes which 
have been made in other companies as a 
result of these surveys speak well for the 
cooperative efforts and aims of industry. 

To come back to the subject of this dis- 
cussion, I must admit that I approached 
it with some hesitancy because of the fear 
that the treatment, unless given special 
consideration, could become so general as 
to be worthless. So much has been written 
and talked about organization and “‘its ef- 
fect on management,” “facing the future,” 
“organization requirements,” and “look- 
ing ahead on organization,” and so on, 
that a very good and necessary word, 
“planning,” has come to be associated 
with moon-gazing. 

It is my intention, therefore, to make 
certain that this discussion shall be lim- 
ited to some practical questions involved 
in your responsibilities as executives of 
important industrial organizations. 

First of all, when making studies of 
organization leading to the establishment 
of managerial controls, it has been our ex- 
perience that the primary operations, such 
as production, transportation, distribution, 
and marketing, are usually well managed 


and properly organized as individual units. 
The greatest weaknesses and extrava- 
gances are usually found in the staff or- 
ganizations and service departments, such 
as accounting, purchasing, credit, and per- 
sonnel administration. This situation is 
probably traceable to the fact that organ- 
ization needs for physical operations, such 
as the labor of men and the use of ar 
ment involved in the production of goods, 
are more readily appraised than are organ- 
ization needs for the more intangible ac- 
tivities involved in staff services. 

A production line cannot long be idle 
without detection by the front office; nor 
can a selling department shuffle empty 
order books indefinitely to give the im- 
pression of intensive activity; the figures 
at the end of the month tell their own 
story. It seems to me that this is quite 
significant to all forms of business and 
particularly as they grow larger, and it 
places growing emphasis on the need for 
real organization planning throughout 
business. 

In presenting an actual organization 
problem and its solution, I am going to 
choose for discussion the position of Sales 
Manager. I understand thoroughly that a 
majority of you are interested in the ac- 
counting or financial function rather than 
sales, but our studies have indicated that 
there is such a wide variation in the duties 
and responsibilities of controllers that it 
would be difficult for us to determine the 
exact ground upon which we should base 
the balance of our discussion. The sales 
organization and policies of most com- 
panies are generally familiar to the entire 
organization and because of the similarity 
in different companies of the Sales Man- 
ager’s activities, I will apply my remarks 
to the Sales Manager's position as a means 
of getting started on common ground. 

At this point, it is necessary to point 
out that any really effective organization 
planning, either to accomplish a specific 
purpose or to set up a general and long- 
range program, must spring from the 





they shall bear the burden with thee.” 





ADVICE FROM THE OLD TESTAMENT 


Although much has been written over the years about organizational planning, 
Mr. Purkey, in this excellent paper which he presented before the February 21 
meeting of the San Francisco Control, points out in his conclusion that the follow- 
ing statement from the eighteenth chapter of the Book of Exodus, is still pertinent: 
“Provide out of the people, able men, and place such over them to be rulers 

. and let them judge the people. Every great matter they shall bring unto 
thee, but every small matter they shall judge; so shall it be easier for thyself, and 
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President or Chief Executive Officer of the 
organization. 

It is useless to attempt to move ahead 
without this top support. Normal rela- 
tionships between departmental manage- 
ments simply will not stand the strains of 
critical study and adjustment unless they 
are initiated or actively supported by 
higher authority. Needless to say, this re- 
quires utmost tact and common sense be- 
cause it is a poor executive indeed who 
does not have ambition and pride in his 
accomplishment. The dividing line would 
seem to be when this ambition ‘becomes 
mere grasping for more authority or re- 
sults in a feeling of complete self-sufi- 
ciency. 


Four Points 


In speaking of organization planning, 
let us contemplate the processes by which 
the following is accomplished: 


1. Departmentalization of operations 
and staff activities into logical and sepa- 
rable functions. 

2. Clear definition of the duties and 
responsibilities of each key position. 

3. Establishment of relationships for 
the proper coordination of individual and 
departmental effort. 

4. The extent of authority which must 
go with each management and key posi- 
tion. 


This treatment contemplates far more 
than mere conversational arrangements. 
At first glance, these breakdowns seem to 
present a thoroughly complicated job. It 
is surprising, however, how easily in the 
actual organization process the various el- 
ements fall into place like a suit in a deck 
of cards when you are winning at solitare. 
Let me illustrate this application through 
comment on a few highlights from an Or- 
ganization Charter or Management Guide 
for a General Sales Manager position. 

The first requirement is to state the 
basic objectives of the position which, ac- 
cording to my conception, are to direct 
the administration of all sales functions, 
policies, and practices relating to sales 
solicitation and sales promotion of the 
full line products to all types of consum- 
ers. In addition, the position must assume 
responsibility for the establishment of 
prices that will balance volume and profit, 
in many cases the extension of credits and 
the collection of accounts, for organiza- 
tion planning, job responsibility, person- 
nel administration, and for the control 
over expense. 

All this again sounds complicated, but 
we have found that basic functions for 
positions of this rank may be adequately 
described in from twelve to twenty items. 
Each business organization, of course, has 
its individual problems and peculiarities, 
but I believe you will agree that the func- 
tions I mentioned will cover just about 
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every sales management position of which 
you can think. 

The assignment of responsibility with- 
out collateral authority to make decisions 
and take action is, for the most part, an 
idle gesture. We all, at one time or an- 
other, have been told by a superior in 
good faith that we were to take over some 
unit of the organization and run it as 
though we were sole proprietor, and then 
immediately have been reprehended for 
taking action on some item for which 
there was no precedent or which was in- 
adequately covered in procedural manuals. 

Of course, this authority should not be 
unlimited, but the fence posts should be 
at the outer limits of the area covered by 
the functions set up for the Sales Man- 
ager; so let us again refer to the Charter 
of the General Sales Manager to see where 
the post holes should be dug. 

The first item should be a general 
qualification setting forth that certain 
functional authority is given to the Gen- 
eral Sales Manager, who may delegate 
portions of such authority to his subordi- 
nates, staff assistants or district manager. 
It must be emphasized, however, that the 
Sales Manager cannot delegate his own 
final responsibility—that’s a guide post. 
On specific items, for instance, his author- 
ity may be stated in these terms: 


On Capital Expenditures—Ful] authority for 
individual items up to $2,500. 

On Operating Expenditures—Ful] authority 
to authorize and approve all normal expendi- 
tures, standing fully accountable for the overall 
total cost of selling. 

On Maintenance of Facilities—Full authority 
to maintain equipment in safe and operable con- 
dition. 

On Operating Features—Fyll authority to ap- 
prove the type of operation of sales branches by 
salaried labor, through distributorships or 
through commission agents. 

On Financial Aid to Distributors—Fuyll au- 
thority to lend sums up to $5,000, where the 
amount is to be repaid within a five-year period. 

* On Commission Rates—Full authority to in- 
crease or decrease within an established sched- 
ule of maximum rates. 

On Sales Aid Material—Ful] authority to ex- 
pend up to $5,000 for any one sales division 
or sales district during a calendar year. 

On Sales Promotional Plans—Full authority 
to expend up to $3,000 annually for each dis- 
trict. Such monies to be expended for sales 
prizes, dinners, and other incentives to stimulate 
sales promotional interest and to improve mo- 
rale. 

On Policy Adjustments—Full authority to 
make policy adjustments arising from the sale 
of ‘products from such causes as contamination, 
improper application, improper recommenda- 
tion, or to correct or adjust complaints up to 
the sum of $2,500. 

On Organization Changes—Changes in the 
basic plan of organization require the approval 
of the Vice President in Charge of Sales. 

On Wages and Salaries—Full authority tc 
adjust wages and salaries up to $400 per 
month for promotions. Merit increases on 
changes in established schedules require ap- 
proval of a Vice President and the salary re- 
view. committee. 

On Credit Administration—Full authority to 
approve the extension of credit to any customer 
up to $10,000 within established terms for pay- 


ment. On accounts rated from $200,000 to 
$300,000 in financial strength, may approve 
credit for full requirements. 


While these are but a partial list of 
specific limits of authority, they serve to 
illustrate the principle. They give sales 
management a means to discharge its te. 
sponsibilities without having too many 
hands clutching the reins or applying the 
whip. This organizational setup minimizes 
the possibilities of friction and inter-de. 
partmental squabbles; it removes the 
causes for managerial spite fences. And, 
moreover, it possesses a virtue that should 
rate well with top authority. It eliminates 
the colossal waste of time necessitated by 
repetitious reference of routine items for 
go-aheads. 


RESPONSIBILITY —AUTHORITY 


Turning back to an earlier comment 
about specific assignment of responsibility 
and authority, I should like to quote again 
an item from the General Sales Manager's 
Charter: 


The authority is vested in the General Sales 
Manager, who may delegate appropriate por- 
tions of such authority to his subordinates, 
Staff assistants, or district managers, but he can- 
not delegate his own final responsibility. 

‘ 


That provision makes it possible for a 
corresponding charter or management 
guide to be written for each level of sales 
management with the responsibilities, 
functions and limits of authority appro- 
priately stated to suit the stature of the 
position. 

A well-considered plan of organization 
provides for limits a authority to be es- 
tablished at various levels of management 
in the following order: 


On CaprrAL EXPENDITURE, the General 
Sales Manager (who represents the first level of 
Management) is authorized to expend up to 
$2,500 on any one project. 

The District Sales Manager (at the second 
level of Management) is authorized to expend 
up to $1,000. 

While the Branch Manager (at the third 
level of Management) is limited to $250. 

ON SALARY ADJUSTMENTS, the General 
Sales Manager may grant increases within estab- 
lished maximums up to,$400 per month. — 

The District Sales Manager may grant i- 
creases up to $225 per month. 

The Branch Manager may adjust wages only 
for daily and hourly rate men. Salary changes 
require higher authority. 


I think these general principles give 
the basic idea as to the benefits that an 
executive and his department can obtain 
from organization planning tailored for 
the job to be done and, at this point, let 
me say that, where organization plans are 
reduced to a written record, they should 
be suggestive and not mandatory. 

After defining responsibilities and_au- 
thority, the next step in the process of of- 
ganization planning is the establishment 
of the relationships to exist with other 
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individuals or departments. Since we have 
been dealing with the Sales Manager, the 
next step, logically, is the problem of 
credit relationships. 


CREDIT vs. SALES 


It is my belief that the traditional con- 
test between the Sales Manager and the 
Credit Manager is due to a misconception 
which places the primary interests of the 
two in direct conflict. To my way of think- 
ing, credit is a service that may—and 
should—be sold in the same manner as 
any other service. Of coursé, in this con- 
nection, we are talking about business 
credit and not dollar-down-and-dollar-a- 
week credit. 

It seems to me that the practice of del- 
egating responsibility and authority to 
solicit business to one group and the re- 
sponsibility and authority to grant credit 
accommodations, to another group, is ex- 
tremely wasteful and is becoming out- 
moded. When you set the two up in com- 
petition, the almost invariable result is a 
contest between the salesman trying to 
put over bad credit risks on the Credit 
Manager, who enters into the spirit of the 
game by excessive use of the COD stamp 
attached to an eleven foot pole. That's 
because he had said he would not touch 
the accounts with a ten foot pole. 

Under a well-considered organization 
plan, the General Sales Manager assumes 
full responsibility for granting credit and 
making collections. He may choose to del- 
egate this authority as follows: 


To the District or Division Manager, con- 
sidered to be at the second level of manage- 
ment, authority to grant credit to individual 
accounts up to $5,000. 

To the Branch Manager, authority to grant 
credit to individual accounts up to $500. 


This eceeniey and authority is ex- 
ercised under a further control which te- 
uites the maintenance of accounts receiv- 
able in a liquid state, such as 85 per cent. 
current balances, with bad debt losses lim- 
ited to 34 of 1 per cent. for wholesale ac- 
counts and 2 per cent. for retail accounts. 
Adequate general controls of this type re- 
move the necessity for having a Credit 
Manager along in an armored car to re- 
move the cash whenever a sale is made. 

I am firmly convinced that the Sales 
Manager and the Credit Manager should 
both play on the same team—with the 
Credit Manager in the coaching box back 
of third base. ‘ 

Under an ideal arrangement, which 
lends itself to a more progressive sales 
viewpoint, the Credit Manager assumes 
the status of a business counsellor or ed- 
ucator for the sales organization, guiding 
and training them in the “know how” of 
Stanting credit and making collections. In 
addition, his credit organization handles 
the technical aspects of collections AFTER 
the sales organization has done (and no 
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pun intended) its best and requests such 
help to work out a particular situation. 

We have given the Credit Managers 
something of a bad time so far, so it is 
only fair that something should be said 
for their outlook. I have seen some of the 
most outspoken critics of Credit Manage- 
ment policies do a complete backward 
somersault when they were given respon- 
sibility for credit administration. They be- 
come so ultra cautious that it was necessary 
for the credit counsellor to tell them to 
relax and take greater credit risks. 


SALES AND ADVERTISING 


In the development of modern sales 
management organizations, there are two 
auxiliary activities that we must examine 
closely. These two are advertising and 
public relations. They are so closely re- 
lated to selling your goods and your com- 
pany that it is almost impossible to say 
where one leaves off and the other begins. 

Advertising requires careful organiza- 
tion planning to obtain the most effective 
results from its use. It is not an uncom- 
mon practice to establish advertising as a 
separate organization from sales. Where 
such arrangements prevail, however, the 
Advertising Manager usually reports to 
the same Vice President as the General 
Sales Manager. The relationships of the 
General Sales Manager and the Advertis- 
ing Manager are quite similar to that of 
builder and architect. 

Because all advertising can be viewed 
as some form of sales promotion, and, 
conversely, sales promotion as some form 
of advertising, it is virtually impossible to 
build a practical fence dividing them; nor 
would we wish to isolate them for they 
can effectively augment and aid each 
other. For organization purposes, their 
functional relationships may be estab- 
lished on the following basic definitions: 


Advertising is the mass communication of 
fact and idea concerning products and services 


_ directed to the consuming public and aimed at 


drawing consumers to products and services. 

Sales Promotion consists of the multiplic- 
ity of plans and material directed—usually 
through sales or dealer channels—to individual 
or selected groups of consumers and aimed at 
pushing products toward the consumer after he 
has been drawn to their point of sale. 


We have found during a survey of ad- 
vertising organization that in one com- 
pany the split was so finely drawn that the 
Sales Promotion Staff was responsible for 
the face of a package (which was con- 
sidered wint-ob sale display) and the Ad- 
vertising Department was responsible for 
the back of the package, which contained 
messages to the consuming public about 
the product line. 

Since both advertising and sales promo- 
tion are important items of selling expense 
and consequently are usually controlled 
through the General Sales Manager's 
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budget, it is important that the organiza- 
tion relationships and responsibilities be 
clearly defined..A practical working ar- 
rangement is to assign to sales organiza- 
tion the responsibility for the develop- 
ment of all manuals, handbooks, folders, 
catalogs, handouts, mailing places, point- 
of-sale and display items, signs, labels and 
demonstration cards; and to the Advertis- 
ing Department the development, produc- 
tion and effective use of all space media 
advertising concerning products and serv- 
ices; for the preparation and scheduling 
of such advertising copy in newspapers, 
magazines, for other purchased space ad- 
vertising, such as billboards and street car 
cards, and for the planning and supervi- 
sion of commercial radio programs. 


PuBLIC RELATIONS: GOOD MANNERS 


To a slightly lesser degree, public rela- 
tions is directly comparable to advertising 
as an auxiliary service to sales. When we 
speak of public relations, we do not mean 
“molding public opinion’’ and all the 
other worn out expressions designed to 
cover the process of appraising public 
sentiment or attitude toward our respective 
companies and the correction of bad prac- 
tices or wrong impressions when they are 
uncovered. While volumes have been 
written about public relations, the best 
thumb nail description I have ever heard 
is simply ‘‘good manners.” There is a def- 
inite community of interest between sales 
and public relations organizations and it 
is most essential that their activities be 
coordinated through well considered or- 
ganization planning. A company in bad 
standing with the public has a terrific 
handicap to sell its wares, which may have 
both excellent quality and endless sup- 
porting advertising material. 

In some companies, Sales Managers re- 
ceive functional guidance from Public Re- 
lations Managers or Public Relations 
Counsellors. This has been accomplished 
through the assignment of certain specific 
responsibilities for the maintenance of 
good public relations. These are written 
into organization manuals used for the 
guidance of sales management. A few of 
the more important functions are enu- 
merated to illustrate the items of greatest 
concern to the sales organization: 


Dissemination of general information about 
the Company, its activities, or its personnel, 
which has velue as items of local interest. 

Memberships and activities in service clubs 
and civic organizations. 

Relationships with the press and other pub- 
lications and radio news outlets; non-selling or 
institutional type radio programs. 

Giving empleyees information about their 
company, which will permit them to correctly 
answer questions most frequently asked by the 
public. 


On this subject, an executive of a large 
eastern company stated that employees, as 
a matter of pride, will nearly always at- 
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tempt to answer questions or give out in- 
formation about their company, so it be- 
hooves the employer to give his people as 
much accurate information as possible in 
order to avoid the dissemination of erro- 
neous facts and rumors which are embar- 
rassing and sometimes damaging. For the 
very practical reason that good public re- 
lations make the lot of the General Sales 
Manager much easier, it is to his decided 
advantage to work out an organization 
plan which will permit a free flow of in- 
formation to and from the organization. 
After all, the maintenance of good public 
relations requires the use of a two-way 
track. 

Before leaving the subject of public re- 
lations, I should like to mention one ob- 
servation made by an executive of a large 
industrial organization during the course 
of a survey of a group of eastern com- 
panies selected for their public relations 
policies. His comments were along this 
line: 

If top management would pay as much at- 
tention to its public relations counsel as it does 


to their legal counsel, it would need only half 
of its legal counsel. 


It is worthwhile to take a glance at two 
other units of business organization with 
which the Sales Manager should be on 
familiar and friendly terms, the Operating 
Department and Industrial Relations. 


“OPERATING” DEFINED 


Before attempting to describe the re- 
lationships of a Sales Manager with the 
Operating Department, let us define the 
word “operating,” which seems to be one 
of those broad, general terms that will 
serve any purpose the occasion demands. 
In some businesses it includes the “spade 
work” of production, manufacture and 
distribution. In others it applies to the 
physical handling, delivery and account- 
ing for products as an integral part of the 
business cycle. We have been using the 
Sales Organization as an example, so let 
us discuss the more pertinent latter inter- 
pretation. 

There was a time, at least in some busi- 
ness enterprises, when so much emphasis 
was placed by Sales Management on get- 
ting new customers that little attention 
was directed to retaining the old ones. 
Modern selling, however, has, in general, 
returned to the old philosophy of “‘a bird 
in the hand” and recognizes the wisdom 
of building permanence into a business by 
taking good care of present customers. Re- 
cent conditions of rationing and alloca- 
tions have given birth to many new de- 
vices and ingenious ways to mistreat good 
customers, but I don’t believe any of them 
constitutes better grounds for divorce 
than poor order, delivery and accounting 
service. Few things are so irritating or re- 
flect so unfavorably on a company’s repu- 
tation for quality as uninterested or dis- 
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courteous telephone service,. unreliable 
deliveries or incorrect billings. 

The Manager in charge of these opera- 
tions would, therefore,.do well to outline 
responsibilities, delegate authority and 
maintain a check on performance to assure 
that these are handled not to “‘alienate the 
affections” of present customers, but to 
act as “silent salesmen,” drawing addi- 
tional customers to his company. This, in- 
cidentally, easily can be one of the most 
effective forms of solicitation. 

You might ask: “Well, how do we go 
about promoting these incidental serv- 
ices?” I think the most direct answer 
would be: “Give the people who perform 
these jobs a pride in their company and 
in their jobs.” To my way of thinking, 
the first and most important steps in in- 
spiring this pride are a well-integrated 
wage and salary policy and responsible 
administration procedures. There are, of 
course, other factors, but I think the fact 
that “The laborer is worthy of his hire’’ is 
fundamental. 

An equitable pay structure, fairly ad- 
ministered, is a matter of foremost con- 
cern to both the employee and manage- 
ment. It is, therefore, most important that 
there be a clear understanding of the 
problems involved and policies and pro- 
cedures developed for administration of 
such matters. It is essential that manage- 
ment be not only acquainted with the com- 
pany’s program, but also be supplied with 
the materials which will enable it intelli- 
gently and effectively to present and dis- 
cuss with the employees the company, its 
policy on wage and salary matters. 

The study of wages and salaries is a 
natural by-product of organization studies, 
as the two are almost inseparable. It is 
impossible to establish sound compensa- 
tion schedules without a complete know!l- 
edge of the organization setup, because 
differentials in rates are based on relative 
value of jobs as reflected by the plan of 
organization. 

Job descriptions and analyses prepared 
for organizational studies contain the ma- 
terial essential to job appraisal and eval- 
uation. The initial appraisal of a job 
should be on an objective basis to make 
sure that it is equivalent in value to all 
other jobs in the same bracket, of less 
value than the jobs in the higher brackets, 
and of greater value than those in the 
lower brackets. This, of course, represents 
ideal conditions, but much progress had 
been made under this program toward 
rationalizing wage schedules in those con- 
cerns having organization planning agen- 
cies. However, in recent years, outside in- 
fluences such as collective bargaining, 
legal restrictions, competition in the labor 
market, and the manpower shortage have 
caused compromises and set many indi- 
vidual rates out of balance with the Com- 
pany pay structure as a whole. This should 
not prevent, however, placing the jobs in 


the ideal structure in proper job value 
bracket levels, irrespective of actual rates 
paid. Thus, ear-marking rates, admittedly 
granted on the basis of expediency, wil] 
assist in preventing these rates being used 
as criteria for raising other rates propor. 
tionately. 

While the control of daily rates has to 
great extent been taken from Manage. 
ment, the setting of pay schedules for 
most salaried workers is still free from 
such influences. It, therefore, behooves 
Management to devote to this group, not 
now represented by bargaining agencies, 
the required attention to maintain a sound 
salary structure in equitable relationship 
to the pressure groups, thus preserving the 
principles of proper job evaluation. 
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FOREMEN IMPORTANT 


In this discussion of an equitable pay 
structure and the administration of pay 
and similar company policies, I should 
like to stress the irreplaceable importance } , 
of one man in the chain of management. | 4 
He is the foreman and I believe it is te. 
assuring that there are signs of a belated | ,, 
awakening to his role in industrial man- 
agement. Foremen heretofore have been | ¢, 
neglected in the’ matter of clearly defining 
their job limits as a protection from the 
whims of supervisors who may not have | R 
a sense of good organization. 

There is no better way of establishing 
foremanship as a pe of management 
than by preparing for foremen a clearly | ¢ 
defined ticket as evidence of their author- | 
ity, and putting it in their hands. As on of 
the other levels of management, the fore- | 4, 
men should be given a clear understand } ¢ 
ing of company policies as they apply to } a 
personnel under their supervision—pat- ch 
ticularly policies covering such matters as 
wages and salaries. 

All this discussion of wages and sala- | ps 
ries, the administration thereof, and fore | 
manship responsibilities, might seem to 
have been a digression from the sales 
manager’s point of view. After all, it } pe 
could be said that his job is to sell the } fo 
goods. But, I think it is important to} ™ 
bring out the fact that the sales organiza- 
tion is just the thread that sets the visible } 
pattern for the whole cloth—which | or 
your entire business. When you get deeply 
enough into organization planning, you 
cease viewing a business unit by unit) 
More and more you see it as a whole—one | fy 


piece woven into the other. ca 
CONTROLLER'S ROLE or 


Last but not least, we should touch = 
upon the Sales Manager's relationship Ac 
with the Controller. This relationship § Fan 
characterized in general by either the di } Cl 
rect or functional control on the part 0 pe 
the Chief Accounting Officer. Under ce 
rect control, the Chief Accounting Officet } ng 
bears the responsibility for the perform f me 
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ance of all accounting people. In other 
words, the people within the accounting 
organization, we may say, belong to the 
accounting officer. Under functional con- 
trol, the people in the accounting organi- 
zations who serve operating management 
belong to the operating units, the direc- 
tion of the Chief Accounting Officer ex- 
tending only to accounting policies, meth- 
ods and procedures. In an extensive sur- 
vey covering 150 prominent companies 
throughout the United States, it has been 
found that these companies are evenly di- 
vided from the standpoint of direct or 
functional control on the part of the Chief 
Accounting Officer. I shall not attempt to 
argue for or to defend either arrangement. 


“Put IT IN WRITING” 


The principle factor to be observed in 
either case is this: Whatever the arrange- 
ment, it should be reduced to writing in a 
manner adequate to provide a thorough 
understanding of both the operating and 
the accounting sides of the house. In our 
own company, the control of the Comp- 
troller is functional. Our organization ar- 
rangements, and those of other companies 
following a similar plan, may be described 
as follows: 


RESPONSIBILITY OF THE COMPTROL- 
LER ON DEPARTMENTAL AC- 
COUNTING MATTERS 


The Comptroller is responsible directly to 
the Vice President in Charge for the de- 
velopment, establishment, and administration 
of the Company’s accounting and auditing 
policies and the control and coordination of 
the accounting and auditing activities of the 
Company and of all its departments. Man- 
agets of departmental accounting divisions, 
chief accountants, chief clerks, or others in 
charge of accounting activities are respon- 
sible to the Comptroller for the following: 

1. To carry out the Company’s policies, 
procedures, and requirements applicable to 
accounting, auditing, employee earning rec- 
ords, financial analyses, financial statistics, 
and related matters; 

2. To conform to the Company’s policies, 
procedures, and requirements relating to uni- 
form accounting records, and uniform office 
methods, systems, forms, equipment, and fa- 

ties, 

3. To protect the Company against loss, 
— or manipulation of its assets and rec- 
ords. 

4. To provide uniform records, reports, 
statistics and miscellaneous data regularly or 
specially, as required, with minimum ex- 
pense, without duplication, and in con- 
formity with maximum Company-wide appli- 
cation; and 

5. To adequately train the Company’s sub- 
ordinate accounting personnel under plans 
established by the Comptroller. 

The Comptroller is responsible for final 
selection and appointment of departmental 
Accounting Division Managers and Assist- 
ants, Office Managers and Assistants, Chief 
Clerks and Assistants, or other supervising 
Positions, where the primary functions em- 
race accounting and auditing. These selec- 
tions and appointments are made from nomi- 


eens submitted by departmental Manage- 
ent, 
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RESPONSIBILITY OF DEPARTMENTAL 
ACCOUNTING DIVISION MANAGE- 
MENT TO DEPARTMENT 
MANAGERS 


Departmental Accounting Division Man- 
agers and Assistants, Office Managers and 
Assistants, Chief Clerks and Assistants, or 
others in supervisory accounting positions 
within departments, will be directly respon- 
sible to Department Managers, or others in 
charge of operations, for the following: 

1. To provide records, reports, statistics, 
financial analyses, miscellaneous data, and 
office services required regularly, or spe- 
cially, to meet operating requirements. 

2. To provide for proper service and re- 
lationships to maintain and improve upon 
the Company’s trade, vendor, employee, and 
public relations, and 

3. To maintain office costs and accounting 
manpower at the lowest practicable level. 

The Department Management will be re- 
sponsible for nomination and rating of can- 
didates for positions of departmental Ac- 
counting Division Managers and Assistants, 
Office Managers and Assistants, Chief Clerks 
and Assistants, or other supervising account- 
ing positions, from which nominations the 
Comptroller will make final selection and ap- 
pointments to these positions. 


Subordination of staff functions to the 
requirements of operating management is 
probably one of the most difficult and 
most frequently misunderstood items of 
organization planning. Operating man- 
agers are frequently inclined to take the 
position that they are self-sufficient on 
personnel administration, public relations, 
technical services and other staff functions 
and are, therefore, reluctant to recognize 
the need for an adequate functional con- 
trol from another authority over: members 
of their staff. We have found that this re- 
sistance seldom prevails where comptrol- 
lers’ functions are involved and because of 
the general acceptance of that pattern, 


- the comptroller’s organization and rela- 


tionships with operating management is 
used as a model. 

So it is that although we started with 
the functions and responsibilities of the 
sales organization and its management, 
we have threaded our way, from marker 
to marker, through the complexities of a 
typical large industrial concern. 

It has been possible to hit only the high 
spots of a subject as broad in its applica- 
tion as the one I have been asked to pre- 
sent. While you may agree with most of 
my observations, you probably at this mo- 
ment are wondering how one would go 
about the application of such plans and 
procedures in your company. Also, you 
are probably asking yourself if the results 
would justify the effort involved. 

I frankly do not know at what point 
in its growth and development an enter- 
prise should establish a special staff or de- 
partment to devote its efforts to organiza- 
tion planning. Certainly, the interest 
shown in the subject indicates a growing 
recognition of the need for thinking about 
organization planning as a specialized 
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staff service to top management. It seems, 
therefore, that the need for such services 
should be decided upon some sound cri- 
teria. I suggest these for your considera- 
tion—A well organized and successful 
enterprise is one in which first: The basic 
functions of the business have been prop- 
erly established and defined; second: The 
people filling key positions have been 
carefully selected for each job with due 
attention to temperaments and training; 
third: The duties, responsibilities and re- 
lationship of each position have been 
clearly specified; fourth: The work is 
adequately supervised. 

If your organization, after careful in- 
quiry and dispassionate appraisal, fails to 
meet that criteria, then I should say that 
you are justified in taking the necessary 
steps to reduce your plan to a written out- 
line for every key position—its basic re- 
sponsibilities, its functions, its relation- 
ships, and the appropriate limits of au- 
thority. In that process, you will certainly 
uncover and clear up many confusing sit- 
uations and uncertainties which retard the 
smooth and effective working of your or- 
ganization. 

If my experience is typical, I predict 
that in this process, you ‘will develop a 
firm belief in this philosophy of manage- 
ment: that sound organization requires 
the placement of responsibility sad au- 
thority to make decisions and act at the 
lowest practicable level of management. 
When we arrived at that point in our or- 
ganization planning, we were almost 
ready to concede to ourselves the discovery 
of a fundamental law. About that time, 
one of my associates, who is a Bible stu- 
dent of sorts, called my attention to the 
record of a very similar treatment of or- 
ganization problems about 4,000 years 
ago. I shan’t attempt to quote the scrip- 
ture here, but rather to tell this biblical 
account in my own words: 


Moses had a sage and observing father-in- 
law, Jethro, who was somewhat free with his 
advice—but it was also good, a rare quality. 
Jethro noticed that as General Manager of the 
Children of Isreal, Moses was running a one- 
man-show. The minor prophets would line up 
in the anteroom and wait all day to get into 
Moses’ private office and ask for his judgment 
on some such matter as the proper fine for 
overparking a camel. Jethro told Moses that the 
way he was handling his job was good neither 
for him nor the Children of Isreal and that he 
needed to do some organization planning along 
the following lines: He said, “Provide out of 
all the people, able men, and place such over 
them, to be rulers of thousands, rulers of hun- 
dreds, rulers of fifties and rulers of tens; 

And let them judge the people. Every great 
matter they shall bring unto thee, but every 
small matter they shall judge; so shall it be 
easier for thyself, and they shall bear the bur- 
den with thee. 


If you are interested in pursuing the 
scriptural version of organization plan- 
ning beyond this account, I refer you to 
the 18th Chapter of the Book of Exodus 
in the Old Testament. 








Trends in Profit-Sharing Plans 


and Pension Trusts | 


As controllers, you are repeatedly rec- 
ommending the establishment of reserves 
which will be needed to meet the require- 
ments of obligations falling due in the 
future. A funded pension plan is simply 
a procedure for setting aside funds which 
will provide pensions for employees as 
they retire, so that the corporate cost on 
an employee will terminate with his re- 
tirement. In the absence of such a provi- 
sion, of course, pension costs begin with 
an employee’s retirement. 

Funded pension plans came into exist- 
ence in this country sometime prior to 
1900. Perhaps the earliest plans to be es- 
tablished were those of the Baltimore & 
Ohio Railroad and the American Express 
Company. Since that time, an increasing 
amount of attention has been given to the 
establishment of funds which were to be 
utilized for the retirement of superannu- 
ated employees, but the real growth in 
the number of such plans has been pri- 
marily a development of the last few 
years. 

Mr. Norman Cann, Deputy Commis- 
sioner of Internal Revenue, has stated, in 
an article written for the National Asso- 
ciation of Cost Accountants “Bulletin,” of 
July 1945, that there are 7,500 such plans 
in existence, and that of this number 
probably 80 per cent. have been inaugu- 
rated since our entry into the war. He 
stated further that the annual contribu- 
tions to plans now in existence will well 
exceed a half billion dollars. 

This tremendous growth in the number 
of plans, as might be expected, was ac- 
companied by many new attacks on the 
problem. One of the most important of 
these has been. the development of profit 
sharing plans, which attempt to finance 
the cost of pensions out of profits, in con- 
trast to taking the cost as a fixed charge in 
operations. 

These new attacks on the problem have 
been productive of much loose thinking 
on the whole subject of pensions, and so 
much confusion has arisen that there 
must be a reconsideration of the justifica- 
tion for pensions, and some of the fund- 
ing procedures and pension plan _prac- 
tices, before there can be any discussion 
of the future trends of profit-sharing 
plans and pension trusts. 

A number of reasons have been 
brought forth to justify the inauguration 
of retirement plans, but a careful analysis 
shows that one line of reason must prevail 
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above all others, and that is that manage- 
ment is justified in establishing a pension 
plan because it is a matter of good busi- 
ness and should be productive of higher 
earnings for the stockholders. 

The extent to which this is realized by 
an enlightened management, I believe, is 
best set forth in a letter which was writ- 
ten to me by Mr. William T. Holliday, 
President of The Standard Oil Company 
of Ohio. He said: 


A pension plan is not a benevolence: it is 
strictly a business proposition. As a corpora- 
tion gets older the obsolescence of its man- 
power becomes increasingly embarrassing un- 
less reserves have been set up to meet it. 
There is a natural inertia all through the su- 
pervisory force against dismissing a man, 
who has become too old to give effective 
service, if there is no adequate provision to 
safeguard him against the financial distress 
of being discharged. This permeates all 
through the company, but the matter is espe- 
cially serious insofar as it concerns execu- 
tives. When an executive slows up he slows 
up the whole organization, and again it is 
almost impossible to dismiss him without a 
pension plan. For this reason the higher 
pensions going to executives are an even 
more important investment for a company 
than the smaller pensions to non-supervisory 
employees, Putting it in another way: a pen- 
sion plan simply provides for payroll relief. 
After a company has reached a certain age it 
will have a hidden pension if it does not 
have a real one. Men will be carried on the 
payroll after their time of efficiency, if a pen- 
sion system is not in existence. We in this 
company consider the maintenance of a pen- 
sion plan as absolutely necessary for the con- 
tinuing maintenance of efficiency. 


There is little available in the form of 
statistics to reflect the results of having 
a retirement plan in operation. However, 
I am familiar with the experiences of a 
company which on a given date retired 
thirty-six employees under their funded 
retirement plan. As a result of retiring 
those thirty-six employees, this company 
made from three to nine promotions to 
fill each of the vacancies created by the re- 
tirement of these thirty-six people. They 
actually made over two hundred promo- 
tions. The total of the pay increases given 
to these two hundred people was less than 


the payroll discontinued on the thirty-six 
pensioners, and there was an immediate 
reduction in operating expenses. These 
two hundred people constituted about. one. 
twelfth of the entire organization. 

As a matter of principle, a decision 
should be made respecting the benefits 
which a plan is to provide before any 
decision is made regarding the manner in 
which it shall be funded. Various plans 
may require different forms of funding, 


METHODS OF FUNDING PENSION PLANs 


Pension plans are generally funded 
through a trust established for that pur- 
pose, or through a contract or contracts 
issued by one or more life insurance com- 
panies. In many instances, both procedures 
are employed for the funding of the 
various parts of a program inaugurated 
by a given employer. 

If a plan is to be funded through a 
trust, the employer will decide upon the 
rate of interest and other assumptions 
which are to be used. If the funds are 
to be given to an insurance company, the 
insurance company will quote the rates to 
be used and guarantee to make the benefit 
payments. 

A consideration of the various funding 
procedures which might be employed im- 
mediately gives rise to the contention that 
one funding procedure is more economi- 
cal than another. Such a statement ignores 
the fact that any pension plan is going 
to have an employer cost that will equal 
the total benefits which are distributed, to 
which must be added the expenses of 
administering the plan, and from which 
must be deducted the amount of any in- 
terest that is earned on the funds set 
aside for pension purposes, and the 
amount of any contributions which em- 
ployees make toward the cost of the plan. 
Moderate differences may be experienced 
in net interest earnings and in adminis- 
trative costs. It, therefore, follows that the 
higher costs will be attendant on the 
plan which provides the greater benefits. 

The fact that under some given proce- 





LOOKING AHEAD 


The growth in pension and profit-sharing plans during recent years has been 
great. But what lies ahead? Mr. Shreiner, who delivered this paper at the Feb- 
ruary 7 meeting of the Philadelphia Control, brings forth views that deserve 
the study of all corporate officers concerned with this subject. 


THE EDITOR 
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dure you are able to base your contribu- 
tions to your fund on more optimistic as- 
sumptions as to mortality or interest, only 
serves to becloud the issue. In determining 
the contribution to a fund, you can make 
innumerable assumptions, and the more 
optimistic you make your assumptions, the 
lower will be your estimate of the require- 
ments of the fund. All of this, however, 
has nothing to do with the cost of the 
Jan, because the true cost will ignore all 
of the assumptions and reflect the actual 
experience of the plan. If, in the actual 
operation of the plan, you do not earn the 
high rate of interest contemplated, or if 
the participants in the plan do not die as 
rapidly as your mortality assumption con- 
templates, it will be necessary to make ad- 
ditional contributions to the fund if the 
fund is to maintain actuarial solvency. 

The insurance companies issue several 
types of contracts which are being used 
for pension purposes. Of these, the most 
widely used is probably the group annuity 
contract. This is a procedure by which, 
under one contract, the insurance company 
finances pension benefits for all partici- 
pating employees. Death benefits are gen- 
erally restricted to a return of the em- 
ployee’s contributions, although there are 
some later instances in which a larger 
part of the reserve is payable in the event 
of death. The life insurance companies, 
for the past three or four years, have also 
been issuing a comparable master contract, 
which, however, also includes substan- 
tial amounts of life insurance in the 
event of death prior to retirement. 

Subject to a deed of trust, individual 
contracts of life insurance companies have 
also been employed for the funding of 
pension plans, and, in this connection, 
almost every type of contract issued by 
the life insurance companies has been 
used in various plans. 


DgATH BENEFITS IN RETIREMENT PLANS 


One of the very marked trends in re- 
cent years has been the increasing preva- 
lence of substantial amounts of life in- 
surance in retirement plans. Some part 
of this has been influenced by the very 
limited market for individual contracts 
issued by life insurance companies to pro- 
vide only annuity benefits. Contracts with 
life insurance features were, therefore, em- 
ployed to provide benefits for groups 
which were too small to qualify for group 
contracts, and for which trusteeship would 
be a very hazardous undertaking because 
of the limited number of employees in- 
cluded in the plan. 

Of greater importance, however, was 
the fact that employers came to an in- 
creasing realization that under prevailing 
conditions employees have a very limited 
Capacity to accumulate an estate, and that 
even though they may be well paid dur- 


ing their working lifetime, their Oppor- 
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tunities for thrift are quite limited. Em- 
ployers have therefore incorporated sub- 
stantial death benefit provisions in recently 
inaugurated retirement plans, and in the 
majority of instances have done this 
through the means of life insurance. 

Recognition has also been given to the 
substantial death benefits provided by the 
Social Security Act in respect of the first 
$3,000 of annual earnings. In the event 
of the death of an individual covered by 
the Social Security Act, monthly payments 
of income are made to his surviving chil- 
dren and to his widow until the youngest 
child has reached 18 years of age. Pay- 
ments are then discontinued, but when the 
widow becomes 65 years of age, monthly 
payments are resumed, and continue until 
her death. These benefits have a very sub- 
stantial value. 

On the basis of reasonable assump- 
tions as to mortality and interest, these 
benefits might have a present value of 
$9,000. This estimate is based upon an 
individual who has a wife and two chil- 
dren, and who has earned $3,000 a year 
since the inception of the Social Security 
Act. Since benefits accrue only in respect 
of the first $3,000 of annual earnings, the 
death benefits inherent in the Social Se- 
curity Act are, in this illustration, equiva- 
lent to three years’ earnings. Life insur- 
ance has, therefore, been included in quite 
a number of employee plans, in order to 
provide somewhat comparable death bene- 
fits on eatnings not covered by the So- 
cial Security Act, thereby providing a 
greater equality of treatment among the 
various employees. 

One more reason for including substan- 
tial death benefits in retirement plans is 
worthy of comment. Almost every retire- 
ment plan contains provisions which en- 
able an employee to exercise an option 
under which he can take an annuity of 
somewhat lesser amount of monthly pay- 
ment, and have that annuity continued 
until both he and his wife have died. If 
an employee who has made such an elec- 
tion dies shortly after retirement, his sur- 
viving widow is possessed of an income 
payable for all of her remaining life. On 
the other hand, if an employee, having 
made such an election, dies before re- 
tirement age, there is no benefit whatso- 
ever payable to the widow, unless the plan 
contains a provision for the payment of 
death benefits. Both employers and em- 
ployees have disliked this difference in 
treatment, and for this reason some of 
the later plans have included substantial 
death benefit provisions, while some of 
the older plans are being revised to correct 
this situation. 


PENSION VERSUS PROFIT-SHARING 


There is a great appeal in the idea 
that pension costs can be related to corpo- 
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rate earnings, but, unfortunately, the 
1942 Revenue Act greatly restricts com- 
plete freedom of action in this respect. 
Essentially, it provides that deductions 
may not be made under a profit-sharing 
plan if such payments are applied to pro- 
vide benefits, the cost of which may be 
actuarially determined. In other words, 
a definite benefit pension plan may not 
be funded through the operation of a 
profit-sharing plan. 

The maximum amount that may be de- 
ducted annually in respect of a profit- 
sharing plan providing deferred benefits 
is 15 per cent. of the earnings of par- 
ticipating employees, subject to certain 
carty-over provisions in case the full 15 
per cent. is mot paid in any year. A 
profit-sharing plan must be announced to 
employees, and must be definite as to the 
formula for determining total profits to 
be distributed. It is not permissible for 
the employer to set aside arbitrary 
amounts, nor to omit making a distribu- 
tion, unless the application of the for- 
mula produces no distributable amount. 
The profit-sharing plan must also contain 
a definite formula for distributing the 
fund to participants, and this formula 
must be non-discriminatory. While the 
Regulations do permit some ‘‘weighting”’ 
by length of service, the restrictions are 
so great as to provide little or no advan- 
tage in this type of formula. It therefore 
follows that the maximum amount that 
any participant may expect to receive from 
a profit-sharing plan is that which will 
be produced from payment, on his ac- 
count, of the maximum of 15 per cent. 
in each year during which he is a par- 
ticipant in the plan. 

An examination of the results which 
might be produced on that basis may 
prove to be disheartening. If we assume 
that a male employee has 15 per cent. of 
his earnings set aside each year for the 
purpose of providing a pension at age 65, 
and that his earnings remain unchanged 
to retirement age, that the fund earns 
214 per cent. interest, and that in the 
event of death he will receive as a mini- 
mum the aggregate amount paid in for 
his benefit, we will find that he has a 
pension of approximately one-half pay if 
the accumulations started when he was 
30 years of age. If the accumulations 
started when he was 40, the pension will 
be approximately one-third of pay, if 
he was 50 at the time the plan got under 
way the pension will be approximately 
one-sixth of pay, and if his accumulations 
started at the time he was 60 years of age 
his pension would amount to only one- 
twentieth of his earnings. Actually, these 
figures are probably very much better than 
the results which will be developed, since 
the calculations assume that his pay re- 
mains unchanged during that entire pe- 
riod, whereas the pay of younger em- 
ployees tends to rise, and this will pro- 
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duce a reduction in the ratio of pension 
to final earnings. It is also true that few 
corporations are likely to have profits 
which would result in the maximum 15 
per cent. contribution in each year ‘over a 
long period. 

If the company would be able to make 
the 15 per cent. contribution in each year, 
the pension would probably be adequate 
as to the younger employees who do not 
earn in excess of $3,000 a year, but the 
pension that will be provided in respect 
of older employees, and as respects the 
earnings in excess of $3,000 a year for any 
of the employees, will not be large enough 
to enable management to accomplish 
prompt retirements when the retirements 
of the employees would be in the best 
interests of the company. 

Under the usual pension plan involv- 
ing fixed charges, employer funds are 
heavily concentrated on employees who 
are near retirement age and who consti- 
tute the immediate pension problem. This 
is not permissible under a profit-sharing 
plan. Hence, there is the need of supple- 
menting the benefits arising from a profit- 
sharing plan, if adequate pensions are to 
be provided. Profit-sharing plans have 
their place, but they should not be con- 
fused with pension plans, and they can- 
not duplicate pension plans to the extent 
of producing predictable results. 

The pension plan which provides defi- 
nite benefits and whose costs are carried 
as a fixed charge in operations will pro- 
vide benefits which are determinable by 
the employee and by the employer, and 
if properly designed will provide an in- 
come which will enable a superannuated 
employee to retire promptly. 

There is a place for a profit-sharing 
plan when, because of the nature of the 
employer's business, earnings fluctuate so 
drastically as to make it impossible for 
the employer to assume the fixed charges 
attendant on an adequate benefit plan. 
Under such circumstances, profit-sharing 
plans are found in conjunction with mod- 
est definite benefit plans. The definite 
benefit plan provides all the benefits which 
the employer can carry as a fixed charge, 
and the profit-sharing plan has the func- 
tion of increasing those benefits from 
funds available in good years. 

It is estimated that there are about two 
thousand plans in this country which are 
funded in whole or in part by payments 
which are a share of profits. There is the 
possibility that such plans may be geared 
to expectations which later prove to be 
unfounded. 

In this connection, the American Man- 
agement Association, in the ‘Management 
News” of December 1945, made the ob- 
servation that “If company contributions 
are not forthcoming in lean years, the em- 
ployees in their disappointment may go 
so far as to request an investigation into 
the firm’s ability to pay.” 
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PROBABLE TRENDS 


The early pension plans were estab- 
lished on a basis which did not require 
any employee contributions. Later, or- 
ganizations, in inaugurating retirement 
plans, required employee contributions. 
Such contributions would have the effect 
of reducing the employer's cost. Continu- 
ing contributions keep the employee aware 
of the security which he and his em- 
ployer are creating. Systematic contribu- 
tions result in savings employees would 
otherwise not have, and provide a fund 
which protects the employees who leave 
service prior to retirement. 

In later. years, and particularly during 
the war years, plans were installed on a 
basis which did not call for employee 
contributions. This was due primarily to 
the great number of deductions which al- 
ready were being made from the pay 
checks, with the largest amounts going to 
withholding taxes and war bond pur- 
chases. Reductions in the amounts set 
aside for these purposes, I believe, will 
produce a trend back to employee con- 
tributions. 

During the recent years, the insurance 
companies have adopted very conservative 
assumptions as to interest earnings. This 
has prompted many organizations to fund 
their plans through a trust arrangement, 
in the belief that they could thereby safely 
obtain a higher investment rate on the 
pension funds. A stabilization of inter- 
est rates will probably reverse: this trend 
and cause an increased proportion of the 
plans to be financed through insurance 
companies. 

The desire of employers to avoid treat- 
ing employees who die prior to attain- 
ment of retirement age less favorably than 
those who do attain retirement age will 
accelerate the trend toward including sub- 
stantial death benefits in employee benefit 
programs. 

Further experience with profit-sharing 
plans, which are not supplemented with 
plans providing definite benefits, will 
demonstrate their inability to provide the 
necessary pensions. This will produce a 
trend toward a lesser use of profit-sharing 
plans. 


QUESTIONS ANSWERED 


There are some specific questions which 
I would like to answer. 

The first of these is: “When should 
you have profit sharing and when should 
you have pension trusts?” This question 
was accompanied by the comment that: 
“Obviously, profit sharing appeals to 
younger people; whereas, pension trusts 
appeal to older people. Just what should 
be your guide when discussing either one 
of these plans with various age groups?” 

As I indicated earlier, a profit-sharing 
plan should be used only when the em- 
ployer cannot take on the full fixed costs 


of the definite benefit. plan. When 4 
profit-sharing plan is used, it should be 
accompanied by at least a modest definite 
benefit pension plan that will with cer. 
tainty provide some of the pension which 
will be needed. One of the earliest funded 
pension plans in this country was adopted 
by an organization which, for many prior 
years, had operated a profit-sharing proce. 
dute which made annual cash distributions 
to employees. It had been the company’s 
hope that the employees would save this 
money for use in their old age. Investiga. 
tion showed that this was not being done, 
and the pension plan was inaugurated to 
make sure that old age income would be 
available. Since profit sharing should be 
offered only in conjunction with a definite 
benefit plan, the use of such a combi. 
tion substantially eliminates the problem 
of relative appeal to different age groups, 

The second question is: “How cana 
company convince the Government that, 
when it wishes to discontinue one of these 
plans before the prescribed time (pre- 
sumably ten years) has elapsed, it is not 
seeking tax evasion ?” 

The Deputy Commissioner of Internal 
Revenue has commented on this situation, 
and has stated that if a plan does termi- 
nate, the question of its qualifying for 
the period of its operation must be de- 
cided upon in the light of the reasons for 
termination and the circumstances exist- 
ing at the time of termination, including 
the extent of discrimination which actu- 
ally results. : 

PS No. 7, issued July 29, 1944, pro- 
vides the Bureau’s interpretation of the 
regulations on this point: 


The provisions requiring a degree of perma 
nence are designed to place some restriction on 
the setting up of a plan during years of high 
profits principally to secure tax advantage, only 
to abandon the plan in a few years as soon as 
profits fall off and it no longer appears desir. 
able from a tax standpoint to continue pay- 
ments. At the same time it is not intended to 
penalize an employer who, having set up a plan 
in good faith, abandons it after a few years be 
cause of insolvency or bankruptcy or because 
adverse business conditions beyond its control 
would make it unreasonably burdensome to 
continue the required payments under the plan. 
It has therefore been provided in the regula 
tions that abandonment of a plan within a few 
years after it has taken effect will be evidence 
that the plan from its inception was not a bona 
fide program for the exclusive benefit of em 
ployees in general. 


In contrast to the attitude of the Bu 
reau, attorneys may take the position that 
any reason to terminate the plan is per 
missible when that reason is plausible $0 
far as the employer corporation is Con 
cerned. 

The third question asks: “Do you be 
lieve that a major portion of the motiva 
tion for the creation of these plans was 
primarily tax advantages, or is there 4 
sufficient trend to recognize the social im- 
plications of employee benefit plans that 
their consideration will be accelerated in 
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the coming years, rather than lessened ?”’ 

I believe that the consideration of pen- 
sion plans will be accelerated in future 
years, but not because of any social .trend 
nor because of the tax advantages. Un- 
doubtedly, many plans were inaugurated 
for tax reasons, and the extent to which 
plans were being inaugurated for that 
reason was probably one of the main fac- 
tors accounting for the great attention 
which the Revenue Act of 1942 gave to 
the subject. The increasing consideration 
of pension plans is going to come from 
the greater realization that pension plans 
are good business and productive of 
greater profits because they hold good 
men, make more rapid promotions pos- 
sible, and keep the organization young 
and alert and able to function advan- 
tageously in a highly competitive market. 

The fourth question asks: “To what 
extent do you believe that the establish- 
ment of a fixed benefit plan as a supple- 
ment to Social Security has certain ad- 
vantages in the stimulation of employee 
morale as well as the elimination of the 
superannuation problem, as contrasted 
with the use of the profit-sharing prin- 
ciple to make possible avoiding a fixed 
commitment to accomplish the same pur- 
pose ?”” 

The limitations which are applicable 
to the profit-sharing plan, coupled with 
the inability to predict the amount of 
benefit which the plan will produce, make 
it impossible to obtain the same results 
as will be provided by a definite benefit 
pension plan. The definite benefit plan, 
which relieves employees of worry as to 
an inadequate income in old age, and 
which produces the prompt retirements 
that facilitate the promotion of employ- 
ees, will have the greatest stimulating 
effect upon employee morale. 

Fifth: “Do you believe that it is really 
practical to combine in the same plan 
profit sharing and pensions ?”” A.—“Yes.” 

The final question asks: “Noting your 
use of the individual contract principle on 
several rather large cases, would you care 
to discuss your convictions regarding the 
advantages of the individual contract plan 
where the company is large enough to 
qualify for a group pension?” 

Of course, in each instance in my ex- 
perience, the plan which is adopted is the 
one which the employer decides upon in 
full possession of the relative merits of 
the available procedures. I take it that the 
teference to the “individual contract ptin- 
ciple” applies to the inclusion of life in- 
surance features in retirement plans. On 
that assumption, I believe that employers 
adopting such plans have been motivated 
by a desire to equalize the treatment of 
employees who die before retirement and 
employees who die after retirement, and 
to reflect in the retirement plan the sub- 
stantial death benefits characterized by the 
Social Security Act. 
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Income Tax Accounting vs. 
Cost Accounting 
By William M. Shanahan 


The author of this article is treasurer, Con- 
solidated-Vultee Aircraft Corp., San Diego, 
California. 

To accountants who have long regarded 
rent, repairs, taxes, and depreciation as 
proper charges to the cost of manufac- 
turing, the following interpretive ruling 
of the Commissioner of Internal Reve- 
nue, dated September 24th, 1945, will 
come as a distinct shock: 

“# * * referring to the decision of the 
Tax Court of the United States in the 
case of Keller-Dorian Corporation v. 
Commissioner of Internal Revenue, and 
the decision of the Board of Tax Appeals 
in the case of The Montreal Mining Com- 
pany v. Commissioner of Internal Reve- 
nue, and requesting to be advised whether 
custom duties and various other expenses 
such as rent, repairs, taxes, deprectation, 
and amortization of emergency facilities 
incurred in connection with the produc- 
tion of merchandise must be deducted 
under Section 23 and may not be consid- 
ered in determining cost of inventories. 
“Section 23(c) of the Internal Revenue 
Code, as amended by Section 111 of the 
Revenue Act of 1943, reads, in part, as 
follows: 

“In computing net income there 

shall be allowed as deductions * * * 

(c) Taxes generally. 

(1) * * * Taxes paid or accrued 
within the taxable year, ex- 
cept 

(F) Federal import duties, * * *, 
but this subsection shall not 
prevent such duties * * * 
from being deducted under 
‘subsection (a)? 

“Upon the basis of the foregoing pro- 
vision of law, therefore, for years begin- 
ning after December 31, 1943, Federal 
import duties are deductible only under 
Section 23(a) of the Code, and may not 
be considered in determining cost of in- 
ventories for Federal income tax purposes. 
“The other items of expense referred to 
by you, rent, repairs, taxes, depreciation, 
and amortization of emergency facilities 
are likewise deductible only under Sec- 
tion 23(a) of the Code, and may not 
be considered in determining cost of in- 
ventories for Federal income tax pur- 
poses.” 

It is difficult to see how the above rul- 
ing and the Tax Court Decisions on 
which it is based can be reconciled with 
the following pertinent sections of the 
law and the regulations: 

I.R.C., Section 41—‘‘Net income shall 
be computed * * * in accordance with 
the methods of accounting regularly em- 


ployed in keeping the books of the tax- 
payer.” 

I.R.C., Section 22(c)—‘Whenever in 
the opinion of the Commissioner the use 
of inventories is necessary in order clearly 
to determine the income of any taxpayer, 
inventories shall be taken by such tax- 
payer upon such basis as the Commis- 
sioner, with the approval of the Secretary, 
may prescribe as conforming as nearly as 
may be to the best accounting practice 
in the trade or business and as most 
clearly reflecting the income.” 

Reg. 111, Section 29.22 (c)-2—“Val- 
uation of Inventories—Section 22(c) pro- 
vides two tests to which each inventory 
must conform: 


1. It must conform as nearly as may be 
to the best accounting practice in 
the trade or business, and 

2. It must clearly reflect the income. 


It follows, therefore, that inventory rules 
cannot be uniform but must give effect to 
trade customs which come within the 
scope of the best accounting practice in 
the particular trade or business. In order 
clearly to reflect income, the inventory 
practice of a taxpayer should be consistent 
from year to year, and greater weight is 
to be given to consistency than to any par- 
ticular method of inventorying or basis 
of valuation so long as the method or 
basis used is substantially in accord with 
these regulations. An inventory that can 
be used under the best accounting prac- 
tice in a balance sheet showing the finan- 
cial position of the taxpayer can, as a gen- 
eral rule, be regarded as clearly reflect- 
ing his income.” 

Reg. 111, Section 29.22(c)-3 (3)— 
“Inventories at Cost—Cost means: In the 
case of merchandise produced by the tax- 
payer since the beginning of the taxable 
year, (a) the cost of raw materials and 
supplies entering into or consumed in 
connection with the product, (b) expen- 
ditures for direct labor, (c) indirect ex- 
penses incident to and necessary for the 
production of the particular article, in- 
cluding in such indirect expenses a reason- 
able proportion of management expenses, 
but not including any cost of selling or 
return on capital, whether by way of in- 
terest or profit.” 

Actually, there is no more justification 
under the law for excluding rent, repairs, 
taxes, and depreciation from overhead ex- 
penses chargeable to the cost of produc- 
tion than there is for excluding any of the 


(Please turn to page 272) 








Proposed British Loan Explained 


In the course of an address by Willard L. 
Thorp, Deputy to the Assistant Secretary of 
State for Economic Affairs, Department of 
State, Washington, D. C., at the luncheon of 
the 12th Eastern. Spring Conference of the 
Controllers Institute of America, on Monday, 
April 15, 1946, in The Waldorf-Astoria, New 
York, the speaker made the following obser- 
vations. 


“The proposed credit to Great Britain is 
misunderstood if it is thought of simply as a 
loan or simply as an investment. It is a much 
broader financial agreement. Its major im- 
portance is the stimulus it is designed to give 
to foreign trade, and to the improvement of 
the rules under which trade is conducted. 

“One of the main troubles confronting 
American exporters is the sterling area dollar 
pool. During the war, dollar receipts of all 
the sterling area countries were pooled in 
London, and carefully rationed to the most 
essential uses. This means that when an im- 
porter, say in Australia or Egypt or Great 
Britain, goes to his bank to arrange for dol- 
lars to finance a purchase from the United 
States, he must satisfy the control authorities 
that the goods are essential atid that they 
cannot be bought for sterling. This system 
resulted from the serious shortage of dollar 
resources available to the sterling area coun- 
tries during the war. That shortage still ex- 
ists, and so do the controls. What they do 
to American exporters to sterling area coun- 
tries is obvious. To put it simply—no busi- 
ness. 

“The financial agreement with Great Brit- 
ain meets this problem head on. By the credit 
itself, the dollar shortage is alleviated. It re- 
moves any discrimination arising from the so- 
called sterling area pool so that each member 
of the sterling area will have its current ster- 
ling and dollar receipts at its free disposition 
for current transactions anywhere. 

“The next difficulty for American exporters 
arises in conjunction with direct sales to cus- 
tomers in the United Kingdom, where trade 
is now restricted both by British exchange 
coritrol and by quotas on imports—both in- 
tended to preserve scarce supplies of foreign 
currencies, including dollars. There is no like- 
lihood that quota control of imports into the 
United Kingdom will be entirely lifted in the 
near future. With or without the credit, 
Britain is not rich enough in foreign cur- 
rencies to permit the British people to buy 
all the foreign goods they want. But the 
financial agreement guarantees that whatever 
controls may have to be continued will not in- 
terfere unduly with the business of American 
exporters. 

“There are other countries which are not 
part of the sterling area, but which do have 
clearing and payment agreements with Great 
Britain, or with each other. More trouble is 
created.for American exporters by the effect of 
these agreements. Without going into detail, 
such agreements generally block the proceeds 
of sales in both directions, so that the foreign 
money received by the seller for his goods 
can effectively be spent only to make a pur- 
chase in the buyer’s country. Sellers in out- 
side countries, such as the United States, obvi- 
ously find it hard to compete where such agree- 
ments are in operation. But under the financial 
agreement with Great Britain, both govern- 
ments agree that, with certain limited excep- 
tions, any business man in any country who 
sells anything in Britain can use the proceeds 
to buy anywhere he wants. 

“These are all important gains, but they 
are not the whole story. American exporters 


are troubled by the trade effects of the large 
sterling balances which other countries have 
accumulated in London as a result of war 
transactions. These balances were blocked 
during the war, and they have accumulated to 
tremendous proportions. When released for 
use, unless something were done, they would 
be available only for the purchase of British 
goods. It would then be to the strong finan- 
cial interest of every credit or country to ex- 
pand its purchases from Britain, in order to 
collect the money owed it in the only way that 
payment could be made. 

“In Section 10 of the agreement, the Brit- 
ish Government proposes to make an agreement 
with each of the creditor countries, providing 
for an immediate release of part of the bal- 
ance belonging to that creditor, the cancellation 
of another part, and the funding of the rest 
over a period commencing in 1951. The part 
released at once is to be ‘convertible into any 
currency for current transactions’ and the por- 
tions released later are to be ‘freely available 
for current transactions in any currency area 
without discrimination.’ Thus the pressures on 
the creditor countries are removed, and it will 
be possible for them to permit their importers 
to seek goods in the best markets. Our ex- 
porters will be able to seek sales on the basis 
of quality and price, free of official pressure 
on their customers to deal with someone else. 

“These are the main commercial clauses of 
the financial agreement itself. But they are not 
the whole story. After every major war, ex- 
change rates between currencies are almost 
sure to be unstable. What chaotic exchanges 
do to war is obvious. The extent of the de- 
struction in this war makes the risk greater 
than ever before. In anticipation of it, the 
United Nations met in 1944 and drew the 
Charter of the International Monetary Fund. 
The Fund is designed to maintain order in 
exchange rates. It can accomplish the pur- 
pose only if the chief commercial countries 
have enough financial strength to undertake 
and perform the obligations which the Fund 
Agreement imposes on them. Strength in a 
few key currencies is clearly necessary to its 
successful operation, and one of the most im- 
portant of these currencies is the British pound. 

“It is no secret that informed opinion in 
Great Britain was divided, before the financial 
agreement with this country, on the question 
whether Britain could safely undertake the 
obligations of the Fund or not. Decision on 
membership in the Fund was delayed until the 
financial agreement was announced, and then 
was submitted to Parliament and acted on at 
the same time as the financial agreement. While 
it is not mentioned in the financial agreement, 
it is therefore correct to say that British ad- 
herence to the Fund resulted directly from the 
financial agreement with this country. With- 
out that adherence it is very hard to see how 
the Fund could have succeeded in its task— 
and without the Fund, traders in every country 
would have faced the almost certain prospect 
of chaos in exchange rates, with all that that 
implies. The agreement spells the difference, 
over a great part of the world, between cur- 
rencies exchangeable at reasonably stable rates 
and monetary chaos. 

“All these many benefits derive directly from 
the single step of removing the tremendous 
pressure for dollars and other foreign exchange 
under which Great Britain has been strug- 
gling. 

“Tied in with these negotiations were dis- 
cussions in the field of commercial policy, based 
on an American document, ‘Proposals for Ex- 
pansion of World Trade and Employment.’ 
These proposals deal with* many subjects. 
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Among the high points are tariffs and tarif 
preferences, quotas and embargoes, subsidies 
on exports, the conduct of trade by govern. 
ments, international cartel control, and the rules 
for joint action on the problems of particular 
commodities. Altogether they add up to a code 
of international economic behavior which 
would mean greater freedom for all traders 
larger trade in all directions, and therefore 
more production, more employment, more busj- 
ness and more wealth. The reaction of busi. 
ness men, and especially of foreign traders, 
has been most enthusiastic. 

“The British Government gave its support 
to these proposals last December. It did this 
because they are as much in the long-time in. 
terests of Britain as of ourselves. But it must 
never be forgotten that without the financial 
relief which the credit from us will give, the 
British could never have accepted the funda. 
mental rule of non-discrimination which means 
so much to us. The British people cannot live 
without large imports of essential foods and 
the necessary raw materials of British industry, 
If they cannot pay for «these esseritial imports 
in an open trading system they would have to 
try to get them in a closed one. The objective 
of the credit and of the agreements that go 
with it is to make an open system possible. 
This is not the only thing that needs to be 
done in the world, but from the viewpoint of 
trade and traders it is one of the most impor- 
tant.” 


Salary Stabilization Regulations 
' Are Liberalized 


Joseph D. Nunan, Jr., Commissioner of In- 
ternal Revenue, has liberalized and clarified his 
Salary Stabilization Regulations in accord with 
the wage and salary policies recently deter- 
mined by the President and the Director of 
Economic Stabilization. The Commissioner's 
regulations apply to salaries in excess of $5,000 
and also to lower salaries paid to administra- 
tive, executive and professional employees who 
are not represented by labor organizations. — 

In general, the Commissioner explained, his 
Salary Stabilization Regulations (not to be con- 
fused with any of his tax regulations) restrict 
salary increases only in the case of employers 
who, either presently or in the future, may 
use such salary increases as a basis for seek- 
ing higher price ceilings from the Office of 
Price Administration, or to increase costs to 
the government on government contracts. These 
regulations no longer affect the deductibility 
of salaries for income tax purposes, except in 
the one instance of an existing employer who, 
in setting up a new plant or department, 
raises salaries above prevailing levels in his 
industry or locality. 

Therefore, the general effect of these regu- 
lations is to permit employers complete free- 
dom of action to fix salaries in businesses 
whose products and services either are outside 
of OPA price ceilings or for which no price 
ceiling increase will be asked. In cases i 
volving higher price ceilings or increased costs 
on government contracts, the revised regula- 
tions grant automatic approval without appli- 
cation in certain routine ifstances, but require 
formal application for approval in other i 


stances. 
* * * 


Red, white and blue gasolines are filling 
tanks as oil companies, like all industry, tum 
wartime developments into peacetime improve 
ments. To the traditional “white” fuel, there 
are now added the Ethyl red and the new 
aviation blue. 
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Make the Figures Tell a Story! 


In the years ahead, corporate controllers 
handling the accounts, the daily chronicles 
of affairs of American business—can exert 
a great influence on the course of the na- 
tion’s economic development. You are in 
the strategic position in corporation 
affairs. Aside from the president and gen- 
eral mangers of companies, you have the 
one job which, by its very nature, compels 
you to see the operations of the company 
as a whole. You automatically come into 
contact with its labor costs, its purchased- 
goods costs, its sales successes and failures. 
Before you, day-by-day, week-by-week, 
and yeat-by-year, is the running record of 
the reactions of your business to the affairs 
of the nation. You can see—in the profit- 
and-loss account—the way the officers of 
the company are managing affairs. On a 
single page, in an array of figures, you can 
envision the operations of your entire 
firm. 

The late “Flo” Zeigfeld realized one 
thing very clearly. You have to dress up 
a figure if it is to bring $7.50 at the box 
office. You’ve got to make the figures sug- 
gest something. That comes under the 
head of art and interpretation. And that, 
it seems to me, applies specifically to the 
profit-and-loss account of corporations. 
Bare numbers are meaningless. You have 
to put clothes on them; you have to dress 
them up so that the business executive 
really is interested in what he’s looking at. 

The title of a recent article which I 
prepared for the American Statistical Jour- 
nal was “Charts Should Tell A Story.” I 
think that might well express what I have 
to say about corporate statistics. Figures 
should tell a story too. You can tell a busi- 
ness man that his business was up 20 per 
cent. over a year ago, and he may get a 
feeling of elation from it. But it is not 
teally "meaningful unless you put it in 
perspective. If you say to him, “‘yes, vol- 
ume was up 20 per cent., but our nearest 
competitor's was up 40 per cent., and the 
industry as a whole was up 25 pet cent.,” 
then you have given him something to 
chew on. 

You have not criticized him. You have 
not said, ““Mr. Big, you're certainly doing 
a poor job; your sales staff apparently is 
hot on its toes; or your production staff is 
not producing at competitive prices.” 
Nevertheless, the results tell him that. 
And if he is an executive, he will begin to 
get down to the heart of the business op- 
ration to find out why the company is 
lagging behind the industry. 

And that, gentlemen, it seems to me, is 
the task that faces men who deal with fig- 
ures and statistics. You cannot allow a fig- 
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ure to lie; you must make it get up and 


talk. And if it is handled properly, it will- 


talk. 

This function is of increasing impor- 
tance in the American way of life. Our 
world is becoming increasingly compli- 
cated. I need not tell you just how. You 
see it at every hand. Corporations are com- 
ing into closer contact with labor leaders 
—dickering over wage rates. And it is in- 
evitable that questions of costs, profits, 
and managerial functions come up. When 
the U. S. Steel Corporation said that it 
could not raise wages without a compen- 
sating rise in prices, it had to rely on the 
facts and figures provided by its controller 
and its economist. 

More than that, however, corporations 
—and particularly the presidents of cor- 
porations—are being called before the 
government to explain the whys and 
wherefores of business operations. The 
presidents of corporations testify before 
Congressional investigating committees ; 
or make speeches before trade associa- 
tions ; or appear before government boards 
—like the former War Labor Board—to 
outline the labor relations of their com- 
panies. 

TREND INCREASING 


And that trend is on the increase, not 
the decrease. Today, in the complexity of 
economic affairs—with the demand for 
full employment and anti-deflation meas- 
ures—the corporation executive is no 
longer a man who does nothing else but 
gtind out profits liké a sausage machine. 
In big companie$, employing 1,000 and 
more persons, whose activities reach far 
and wide across the country, he is a man 
with a public trust. He must be an indus- 
trial statesman—if I may be permitted to 
use a hackneyed phrase—if he and _ his 
enterprise are to survive in the business 
world. 

The more he understands about his cor- 
poration—especially in relation to other 
corporations and other business enter- 


prises—then the better he will be able to 
perform his job, which is, in the final 
analysis, interpreting his company to the 
outside world: to labor leaders, to his 
own workers, to his stockholders, to gov- 
ernment officials, and ultimately to the 
consumer, 

Figures—the facts about his business in 
relation to other business—are the basic 
constituent of the knowledge and under- 
standing he will bring to that task. And 
controllers, because they are the men who 
see the figures first, who analyze and inter- 
pret them, and then report them to the 
president and top management, are re- 
sponsible for seeing that the top staff 
knows “‘what’s what.” 

This implies that the controller must 
not think in measly dimensions. He must 
see his corporation as part of a great eco- 
nomic process; he must understand its in- 
fluence on other business and, even more 
important, ht must see the influence of 
business as a whole on his company. 

Any controller who got over-excited be- 
cause sales were rising these days would 
be under-estimating the times we live in. 
Demand is pent up and repressed; natur- 
ally sales should rise. The task before the 
analyst should be to determine whether 
the sales of his particular company have 
risen with the rest of the country. For ex- 
ample, if I were in the steel industry, I 
should be acutely interested in how the 
sales of steel products—particularly light 
steels—compare with sales of competitive 
aluminum, magnesium, and _ plastics. 
There, the controller would be going out- 
side the immediate figures of his com- 
pany to understand the underlying nature 
of the business, and the forces affecting 
the business. 

It is not enough that the controller or 
his economic assistant know what it is all 
about. He must get it across to the top 
executive. Many an important decision has 
been embalmed in a row of figures simply 
because someone, somewhere along the 
line, was inarticulate. The facts went up- 





meeting of the Pittsburgh Control. 


AS A FINANCIAL EDITOR SEES CONTROLLERSHIP 


Controllers can provide for top management the understanding breadth and 
vision which it requires for the proper discharge of the manifold and complex 
responsibilities of today. A key procedure, in this respect, is the provision of 
figures which interpret the company’s activities, and.its relationship to other com- 
panies and the economy, so clearly and so concisely that the corporation exec- 
utive “who runs may read.” Controllers and financial officers will be stimulated 
by the views presented by Mr. Livingston, who is financial editor 9f the “Phila- 
delphia Record,” and who delivered this manuscript before the February 18 
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stairs to the President, but there was no- 
body to bring out the facts. He, himself, 
caught between what seemed the more 
urgent problems, did not take time to 
examine the figures. 

After all, every company at every min- 
ute has some particular crisis which the 
president is dealing with. The sales man- 
ager is complaining that he cannot get de- 
liveries out of the production department, 
or the production department is yapping 
that the purchasing agent is always falling 
down in the purchase of cotter pins, and 
therefore final assembly is being held up. 
And if they come up at the same time that 
the monthly report comes to the attention 
of the president, you can draw your own 
conclusion what happens. 

He puts it aside, muttering “I'll get to 
that later.” Then later he says, “Guess I'll 
take that home with me and read it there.” 
Then when he gets home, there’s a sudden 
flurry of guests, or he is too tired, and it 
is shelved. Now that would not happen, 
if the reports had life in them. If the bare 
figures were properly draped, the chief 
officers of the companies would take 
notice. ° 

There is no set rule how to get the pres- 
ident’s attention. Some of them like to be 
told what it is all about. So the way they 
have to be dealt with is to take the report 
into them and talk it over. 

Then there is the type that wants a 
quick summary. “Tell me the conclu- 
sions,” he barks, “I trust your judgment.” 
For that type, a half-page memorandum 
looks long. And he is a hard man to deal 
with—you have to start off with a half- 
page summary, but you must make it so 
vital that he will read the detail, which 

ou put in an appendix. 

: Then there is te studious type. He will 
read memoranda—really read them. He is 
the analyst’s dream-boss. He really reads 
what you have to say—if you have some- 
thing to say. 

And that is a big IF. If you do not have 
anything to say, the first rule is “Don’t 
say it.” But if you do, then say it clearly, 
distinctly, and in words that the business 
man can understand. 


KEEP IT SIMPLE 


You gentlemen, I am sorry to say, have 
one strike on you when you first start off 
to talk to the business men. You are pro- 
fessional men. You are like engineers, or 
lawyers, or economists. You usually think 
and talk like accountants, just as econo- 
mists talk like economists. 

And professional men have a failing of 
talking to and for one another. They use 
the terminology of their trade and thereby 
lose the attentiom of the audience. Simpli- 
fication—down-to-earth statement of the 
facts—is called for. Give your boss the 
nuggets of your mind, not your entire 
college education. 
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Walter Lister, managing editor of the 
Philadelphia Record, was news editor of 
the New York World-Telegram during a 
big subway strike. The story was coming 
in over the telephone, the star rewrite man 
was taking it, the whole paper hung in 
suspense waiting for the story. Finally the 
reporters got through sending in the dope, 
the rewrite man took off his earphones, 
stuck paper in his typewriter, started to 
type and tore the page out. He put in an- 
other sheet and started typing and tore it 
out. Ditto a third time, and a fourth. 

The story was so big, he froze at his 
machine. 

Suddenly Lister called across the din of 
the city room, “Hey Wes, what’s the 
story?” ° 

Wes yelled back, ‘The subway strike is 
settled.” 

Lister then rushed over to him, and 
said: “Look, why don’t you start your 
story off that way ?” 

The rewrite man did. And from then 
on the story flowed like water from a 
pitcher. 

And that, I think, is the key to talking 
to a busy executive—whether you do it by 
word-of-mouth or by memorandum. 

Figure out what you would say to him 
if he were across the room, if the presses 
were clattering or the lathes grinding. 
Give your material the headline treatment. 
Give him the “‘guts’’ of what you have to 
say in the first or second sentence, and 
then he will read on—you can bet on that. 
Moreover, you have this in your favor: 
The executive is interested to begin with. 
You are talking to him about his business! 

One of the fundamental propositions 
of accounting is that all economic values 
can be expressed in dollars. Now that sim- 
ply is not so. And I do not think you 
really believe it. You can,reduce all values 
to dollars—and have to—to keep ac- 
counts, but that does not necessarily tell 
the truth about what you are talking. Let 
me give you an example. The SEC has 
been publishing figures on the net work- 
ing capital of corporations. They show 
that back in 1939 net working capital 
amounted to $24,600 millions and that 
today it is up to about $53,000 millions. 
That is a gain of more than 100 per cent. 

But it is perfectly apparent that work- 
ing capital today is not what it was six 
years ago. Wages have gone up; the cost 
of goods purchased has gone up. So the 
cash, the accounts receivable, and the in- 
ventories do not really stretch as far as the 
dollars suggest. Actually, if you take the 
rise in the general price level into account, 
the working capital position of corpora- 
tions has improved not 100 per cent., but 
only about 67 per cent. It is that kind of 
interpfetation that the controller must 
make to his boss—to show him what the 
figures mean and do not mean. 

There is another example. In looking 
over the operations of individual plants, 





you will note that production per map. 
hour costs more in one than in another. 
That may be due to inefficiency of help in 
one area as against another; it may be due 
to inadequate management; it may be due 
to any number of things. But it is some- 
thing that ought to be called specifically 
to the attention of the boss—as soon as it 
shows up in the accounts. But it should 
be headlined; he should not have to plow 
through the income accounts and find the 
answers for himself. That is what head. 
lines are for. 

Regular reports that flow up to to 
executives tend to become stereotyped. 
That is only natural and desirable. You 
want consistency in reports. But then habit 
sets in. The executive becomes accustomed 
to short-cutting the report. He has studied 
it once or twice, he then begins to look at 
one or two key figures—total sales, per. 
haps total sy senipun and then net profit 
or loss. He does not go into the detail, 
Yet, oftentimes, the detail may tell the 
real story of the month’s or week’s opera- 
tions. 


UsE OF FIGURES 


Figures—like charts—have two func- 
tions. First, tq enable the statistician, ac- 
countant, and economist to study the data 
at hand. Second, to convey information, 
which means to put across the conclusions 
the analyst has arrived at after studying 
the chart or statistical information. That 
means the report ought to look good. A 
chart, for example, ought to be neat—it 
ought to have a border, and all irrelevant 
information ought to be eliminated. But 
the most important thing is to put your 


‘conclusions right at the top. That helps 


to focus attention on the point you are 
trying to make. More, it helps you; if you 
know that you have to express what the 
chart means in a headline, it will force 
you to study the information—to find out 
whether you have something to say; also 
it will compel you to try to coordinate 
many kinds of information to see if you 
cannot relate the particular affairs of your 
company to the outside world. In other 
words, it will give breadth and depth to 
your analysis. 

In this regard, one of the most useful 
devices is to compare the operations of the 
company with business in general. If you 
can headline your story by saying, “Our 
company’s production did better than the 
Federal Reserve index in: the month of 
December,” that makes an immediate im- 
pression on the business man. From that 
point on, the controller can explain why. 
Such analytical and interpretive work 
gives the chief executives of the company 
something to tie their own operations to 
—and, incidentally, to talk over with fel 
low executives when they go to the Lun- 
cheon Club. It’s a good change from talk- 
ing about labor troubles all the time! 

And it’s a good idea to change the em- 
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hasis. One week, the controller might 

send up the operating account and talk 

about the sales pattern. The next week, he 

might call attention to inventories, and 
$0 on. 

The modern business man is more than 

a seeker after an increased number of dol- 
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lars in the profit-and-loss account. He is a 
steward of production for the people of 
the United States. The country depends on 
Philco and RCA—for example—for 
radios, on United States Steel and Alle- 
gheny-Ludlum for steel, on General Elec- 
tric and Westinghouse for electric bulbs 
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and refrigerators. Each of those companies 
—and their many competitors—has-a pub- 
lic responsibility. And they will better be 
able to discharge those responsibilities by 
knowing about not only the intimate af- 
fairs of their companies, but also how the 
companies fit into the whole economy. 


Education for Controllership 


What kind of education is best suited 
for developing men for the position of 
Vice-President—Controller, both scholas- 
tically and after entering business? 

The answer to this question by control- 
lers will vary according to the individual. 
A controller, trained as a public account- 
ant will maintain that men with public ac- 
counting experience make the best control- 
lets. Similarly, a controller who worked 
his way from factory clerk through pay- 
roll, stock records, costs,, and general 
ledger will maintain that a thorough 
knowledge of the business is essential. 
Thus, in general, men have a natural 
tendency to give preference to people who 
have been trained as they have. This is a 
perfectly natural human trait, but is it 
the proper criterion? What are the real 
requirements for controllership ? 

The development of any normal indi- 
vidual into an accounting executive is on 
a sliding scale: i.e., in the beginning spe- 
cialized knowledge ranks higher and ad- 
ministrative ability lower but, as responsi- 
bilities increase, the need for specialized 
knowledge becomes less and less and the 
need for organizing and administrative 
ability becomes more and more important. 
At the beginning of a person’s business 
career a reasonable amount of basic 
education plus personality, alertness, a 
good character, and some elementary 
knowledge of accounting principles is 
enough to get a start. In the next steps 
specialized knowledge predominates: a 
person either becomes a senior public ac- 
countant, an internal auditor; a cost clerk, 
a credit man, a payroll supervisor, a gen- 
eral accountant, and so on. 

As the jobs approach the top of any 
department, the need for specialized 
knowledge decreases, while administrative 
and organizing ability, common sense, 
judgment, openmindedness, ability to co- 
operate with others, ability to weigh facts 
and not give way to snap judgments, in- 
crease in importance. Men with specialized 
knowledge in general accounting, taxes, 
wage laws, and the like, are plentiful in 
normal times at competitive rates, but men 
with administrative and organizing ability, 
cooperativeness, and the other broad quali- 
fications named above are always at a pre- 
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mim. The president of a large company 
stated that lack of ability to cooperate with 
others discounted outstanding specialized 
knowledge or ability—on an average ap- 
proximately 50 per cent. If this is true, 
then perhaps a cooperative — with 
only 60 per cent. rating in brilliance or 
specialized knowledge might be a better 
long term bet. 

In choosing candidates for future ac- 
counting supervisory positions, it is well 
to have in mind the broad requirements 
for the job so that selection may be made 
among those who are most likely to de- 
velop future desirable executive character- 
istics. 

Basic EDUCATION 

The next logical step in building or per- 
petuating a healthy accounting .organiza- 
tion is to determine what kind of basic 
education best fits your particular situa- 
tion. There are several possibilities: 


(a) Graduates of straight accounting 
or business schools which give one 
to two year courses either by day 
or night to High School graduates. 

(b) Graduates of correspondence school 
courses who have regular positions 
in accounting departments. 

(¢) Graduates of liberal arts or engi- 

neering schools who supplement 

their daily clerical duties with night 
school accounting courses. 

Graduates of four-year college 

courses in Business Administration 

who get many business and ac- 

counting subjects along with a 

basic education in either Economics 

or Engineering. 

(e) Graduate students who get a de- 
gree in Business Administration 


(d) 


for two years’ work after complet- 
ing a four-year course in Liberal 
Arts or Engineering. 


The type of person chosen will depend 
largely on the type of business. For in- 
stance, a bank would probably choose 
from candidates who had specialized in 
Banking, Finance, Economics, Statistics, 
as well as Accounting; a holding company 
would probably want a person who had 
specialized in advanced general account- 
ing; a chemical manufacturing concern 
would probably prefer a graduate from a 
four or six-year course in Chemical Engi- 
neering who had taken basic courses in 
Accounting; a public accounting concern 
would probably have as a minimum re- 
quirement a person who had graduated 
from an accredited school of accounting. 

Thus, having chosen a man from one of 
the groups named above who has as many 
potentially broad characteristics as possible, 
the candidate is ready for education in a 
specific job. It is assumed, of course, that 
the individual is given a period of orien- 
tation either by moving from department 
to department, or plant to plant, over a 
period of a year or two, covering the dif- 
ferent departments and the work of each. 
At least, it is assumed that he has had a 
brief trip through the various departments 
of the organization before settling down 
to a routine job. 

The main road leading to Vice-Presi- 
dent-Controller, Controller, or Vice-Presi- 
dent of Finance of a company may be ap- 
proached through different channels, of 
which the following ate the most impor- 
tant. 


1. Public accounting practice. 





over a number of years. 





THE ROAD TO CONTROLLERSHIP 


The National Committee on Education, of The Controllers Institute, has been 
active for several months in the research program covering education for con- 
trollership. A pertinent contribution to these considerations is this statement 
by Mr. McNeill who is vice-president and controller of General Aniline and Film 
Corporation, New York, and who has been deeply interested in this subject 


—THE EDITOR 











2. General accounting department of a 
company. 

3. Cost accounting department of a 
com pany. 


The public accounting field offers a 
very good chance for the embryo account- 
ant. Several years spent in auditing work, 
first as a junior and then as a senior give 
the person an opportunity to observe sys- 
tems and practices in different companies 
and to become adept in the proper analysis 
and presentation of financial statements. 
For the person who does not want to fol- 
low public accounting as a profession, op- 
portunities are often offered to join the 
staffs of clients: Most public accounting 
firms find it to their advantage to cooper- 
ate with clients in placing some of their 
good men in permanent positions; very 
often that of General Accountant, Assist- 
ant Controller or Controller for a Senior 
Accountant of adequate experience. Such 
men are very well qualified for positions 
where general and financial accounting 
knowledge is a primary requisite, such as 
in banks, holding companies, home offices 
of large companies having complicated 
subsidiary affiliations, and such. In a com- 
plicated chemical or mechanical manufac- 
turing business, however, a successful Con- 
troller must know more than general and 
financial accounting; he must have more 
than a superficial knowledge of the busi- 
ness he is in before he can approve an ac- 
counting system to fit the needs of the bus- 
iness. He must also be able to direct the 
installation of a cost accounting system 
which will serve for factory control as 
well as for accounting purposes. 

One of the severest criticisms which ac- 
counting as a profession has had to stand 
is the history of cost and accounting sys- 
tems installed at great expense with high 
hopes of furnishing control that will ac- 
tually justify itself in dollars and cents, 
only to find that it was ill-adapted to the 
business, added red tape and confusion, 
and had to be thrown out. Manufacturing 
and sales executives often view accounting 
systems with contempt because the ac- 
countants who install and operate the sys- 
tem do not have enough basic education 
and experience in the business to under- 
stand the manufacturing and sales prob- 
lems. As a matter of fact, the accountant 
should know almost as much about the 
business as the department heads them- 
selves. The candidate for Controller of a 
manufacturing company with complicated 
processes, therefore, should understand 
manufacturing and selling cost problems 
because problems in these fields may well 
take part of his time and be of major im- 
portance. A simple yet effective account- 
'. ing control demands a knowledge of de- 
tails of the business. 

The general accounting road to control- 
lership through the Accounts Receivable, 
Accounts Payable, preparation and consol- 
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idation of financial statements, analysis of 
tax problems, internal auditing, etc. may 
be in some companies the road which gives 
the most thorough training for the top 
job. In general, one might say that gen- 
eral and financial accounting is more 
standardized and applicable to business in 
general, and becomes a matter of follow- 
ing accepted routines and principles. On 
an average, a person with only public ac- 
counting or general accounting _back- 
ground would not make the best kind of 
Controller for a chemical or manufactur- 
ing company with complicated processes. 


VARIED BACKGROUNDS 


Is it not a fact, therefore, that success- 
ful controllers will continue to come from 
many different beginnings, and perhaps 
the most successful of all may come from 


the school of experience, hard knocks, and | 


self-education ? Inasmuch as controllership 
covers the activities of an entire business, 
the training of the person should be as 
broad as possible. It might also be said 
that if such a broad knowledge counts for 
anything, the controllership—other things 
being equal—should be the best place in 
which to look for candidates for the top 
offices of General Manager or President. 
If this is true, then the men who are to be 
chosen as the future executives of the 
company—by way of the accounting or- 
ganization—should be subjected to a 
weighted specification somewhat as fol- 
lows (assuming a basic college training or 
the equivalent) : 


40 per cent.—Character, honesty 
40 per cent.—Cooperativeness, open- 
mindedness, common sense, judgment, 


balance, plus other qualities of leadership. ° 


20 per cent.—Specialized knowledge 


SEC Adopts Amendments 
To Forms 12-K and 12A-K 


The Securities and Exchange Commission 
recently announced the adoption of minor 
amendments to its annual report Forms 12-K 
and 12A-K. Companies which report to the 
Interstate Commerce Commission on Form A 
are permitted, in connection with reports to 
the Securities and Exchange Commission on 
Forms 12-K and 12A-K, to file certain selected 
schedules in lieu of a complete Form A. The 
purpose of the amendments is to revise the se- 
lected schedules so as to conform to certain 
changes made in Form A of the Interstate Com- 
merce Commission for the year ended December 
31, 1945. 

The Commission will furnish copies of 
Form A to any registrant which notifies the 
Commission of the exact number of copies re- 
quired and the names of the companies for 
which they will be needed. Printed copies of the 
various other forms of the Interstate Commerce 
Commission and the Federal Communications 
Commission are available and will be furnished 
by the Securities and Exchange Commission to 
any registrant which desires to use them and 
which notifies the Commission of the exact 
number of copies which it will require and the 
names of the companies for which the copies 
will be needed. 



























































Tomorrow’s Taxes 
Can Be Lower 


The tax reduction Act of 1945, which 
became law in November, is only a cur. 
tain raiser for the extensive revision of 
the federal tax system which is slated to 
be undertaken Harley L. Lutz, Professor 
of Public Finance, Princeton University, 
notes. The tax yield which the Senate Fj. 
nance Committee estimates for calendar 
1946 is almost $26 and a half billion, a 
substantial drop from the 1945 total but 
nevertheless a figure which still leaves 
room for further downward revision, ac. 
cording to the thinking of most taxpayers, 

This tax relief, of course, can be accom- 
plished only in so far as there is a drastic 
reduction of public spending. The more 
the federal government spends, the 
higher are our taxes. The less it spends, 
the lower is the pressure on the individual 
and on the business from which he se- 
cures his livelihood. 

For example, we could get along on 
federal tax receipts of $18 billion or less 
instead of the $26 and a half billion that 
will be collected next year, says Dr. Lutz. 

The Finance Committee estimates that 
corporations will supply slightly more 
than $6 billion in taxes next year. The tax 
on business could be reduced to half of 
that amount a few years from now if we 
can cut the budget to $18 billion. Indi- 
viduals, too, could expect some further 
tax relief at this budget level. They will 
pay $10 and one-half billion next year 
but this figure can be reduced by more 
than a billion if their rate is cut one per- 
centage point and if double taxation of 
dividends is removed. Excises could go 
down more than a third also, dropping 
from the estimated $6.2 billion for 1946 
to about $4 billion for 194X. Miscellane- 
ous receipts will eventually be reduced 
from the $2.9 estimated figure to around 
$1 billion, while customs receipts will re- 
main about what they are expected to be 
next year, nearly a half billion. 

There was much interest in tax reduc- 
tion as the 1945 Act was enacted, and 
some complaint that the cuts were not 
greater. A few, but not many, voices were 
raised to emphasize that there can be only 
illusory relief from taxation unless and 
until the spending is also reduced. The 
people and their political leaders should 
be clamoring now for reduction and con- 
trol of expenditures. The prudence and 
economy of today bring tomorrow's tax 
relief. The foolish spending of today is 
the source of tomorrow’s tax burdens. It 
is for people to decide, today, what they 
will have for tomorrow. Under the demo- 
cratic process the people, like a sleeping 
giant, do not always realize their own 
strength. 

They can determine, now, whether to- 
morrow’s tax burden shall be light of 
heavy, and no one can deny them. 
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Eastern Controllers Conference 
Scores Outstanding Success 


“The Road Ahead for American Busi- 
ness” was explored at the Twelfth Eastern 
Spring Conference of Controllers, spon- 
sored by the New York City Control of 
the Controllers Institute of America, on 
April 14-15, at the Waldorf-Astoria Ho- 
tel, New York. Some 400 controllers and 
financial officers from the eastern area 
were in attendance on the occasion of this 
first postwar regional conference of The 
Institute. 

Federal taxation, postwar social secu- 
rity and unemployment compensation, 
OPA price controls, and the proposed 
British loan were featured subjects at the 
various sessions of the conference, which 
closed on Monday evening with a banquet 
at which Dr. Virgil Jordan, president of 
the National Industrial Conference Board, 
outlined “The Road Ahead for America.” 
The toastmaster at the banquet was Mr. 
Edwin E. McConnell, president of The 
Institute, and controller of Norton Com- 
pany, Worcester, Massachusetts. The 
manuscripts presented at the conference 
will be published in forthcoming issues 
of THE CONTROLLER and in pamphlets. 

The conference opened on Monday 
morning, following a reception on Sunday 
afternoon in the Astor Gallery of the 
Hotel Waldorf-Astoria. Two concurrent 
sessions featured the morning program, 
which was called to order by Mr. William 
Widmayer, controller, Guaranty Trust 
Company of New York, who served as 
general chairman of the Twelfth Eastern 
Spring Conference. 

The session on federal taxation heard 
addresses on “The Road Ahead in Taxa- 
tion” by Mr. Roy Blough, Assistant to 
the Secretary, United States Treasury De- 
partment, Washington, D. C.; ‘Relief 
Provisions of Sections 721-722,” by Mr. 
Thomas N. Tarleau, attorney of Willkie, 
Owen, Otis, Farr & Gallagher, New 
York; and “‘Carry-Backs and Unused Ex- 
cess Profits Credits,” by Mr. Mark E. 
Richardson, resident partner of Lybrand, 
Ross Brothers and Montgomery, New 
York. 

“The year 1946 may well turn out to 
be a quiet year with respect to tax legis- 
lation,” Mr. Blough told his listeners, 
stating likewise that “the present methods 
of taxing corporate income leave much to 
be desired.” In this connection, Mr. 
Blough discussed the so-called ‘‘double 
taxation” of corporate income. He then 
analyzed several recent proposals regard- 
ing income taxes and pointed out that 
there seems to be wide disagreement 
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among business men as to which of sev- 
eral methods would, in the long run, have 
relatively the most desirable effect on the 
economy.” 

Mr. Richardson, in the course of his ob- 
servations stated that “there have been 
several major criticisms of the present 
carry-back and carry-forward provisions.” 
Surveying the period ahead, he declared 
that “business is entitled to. know that 
Congress will stick by its original position 
to use the carry-back and carry-over pro- 
visions as the balance wheel in stabilizing 
the cost of reconversion. The unused ex- 
cess profits carry-back from 1946, which 
was allowed to remain in the law when 
the excess profits tax was repealed effective 
January 1, 1946, should not be tinkered 
with. The net operating loss carry back 
should be allowed to remain for 1946 and 
similarly should be continued through 
1947, if the reconversion program is sty- 
mied by material shortages, price controls 
and/or wage controversies. When, in the 
opinion of Congress, the reconversion pe- 
riod is ended, and the administration is 
willing to face a fiscal future in which tax 
policies are determined on a_ balanced 
budget basis, the carry-back provision 
should be repealed and a prolonged carry- 
over period—at least four and preferably 
five yeats—should be provided.” 

Mr. Harry C. Gretz, assistant comptrol- 
ler, American Telephone and Telegraph 
Company, New York; presided at the tax 
session, and Mr. Thomas L. Evans, treas- 
urer, J. N. Adam and Company, Buffalo, 
New York, and chairman of the National 


-Committee on Social Security, of The In- 


stitute, was chairman of the concurrent 
session on “Postwar Social Security and 
Unemployment Compensation,” which 
featured addresses on current social se- 
curity developments by Mr. Robert W. 
Leach, president, Unemployment Benefit 
Advisors, Inc., Washington, D. C., and 
on ‘Administration of Unemployment 
Compensation,” by Frank B. Cliffe, assist- 
ant comptroller, General Electric Com- 
pany, Schenectady, New York. 

“Active participation on the part of top 
management’ was called for by Mr. 
Leach, who declared that such activity “in 
the field of social security will be one of 
the greatest contributions it can make in 
the struggle to preserve our private enter- 


prise system.” 


Mr. Cliffe emphasized that ‘‘probably 
the major field that demands constant at- 
tention from the controller's staff is an ex- 
amination of the benefits claimed by for- 
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mer employees. These range from the per- 
fectly valid claims that are in harmony 
with the intent of the law through those 
that are apparently filed as a result of mis- 
understanding, to ones that appear to be 
fraudulent. 

‘Abuses of the law that seemed insig- 
nificant when compensable unemployment 
had dropped to a wartime low, must be 
corrected promptly. Otherwise, they will 
become established precedents that will 
rapidly dissipate funds when jobs are less 
plentiful, benefit claimants numerous, and 
profits elusive. Intelligent cooperation be- 
tween controllers and state unemployment 
administrators in dealing with their mu- 
tual problems may well preserve the sanity 
and success of both.” 


BRITISH LOAN’S MEANING 


At the conference luncheon, the feature 
address was presented by the Honorable 
Willard L. Thorp, Deputy to the Assistant 
Secretary of State for Economic Affairs, 
Washington, D. C. His subject was “The 
British Loan and Its Relation to Interna- 
tional Trade.” 

“The proposed credit to Great Britain 
is mis-understood if it is thought of sim- 
ply as a loan or simply as an investment,” 
Mr. Thorp declared. He pointed out that 
“it is a much broader financial agreement. 
Its major importance is the stimulus it is 
designed to give to foreign trade and to 
the improvement of the rules under which 
foreign trade is conducted.” Mr. Thorp 
pointed out many benefits which could re- 
sult from the loan arrangement, adding 
that “these many benefits derive directly 
from the single step of removing the tre- 
mendous pressure for dollars and other 
foreign exchange under which Great Brit- 
ain has been struggling.” 

On Monday afternoon, the conference 
considered the “Future of OPA and Price 
Controls” at a session which was chair- 
manned by Mr. Nicholas P. Dussinger, as- 
sistant vice president, General Baking 
Company, New York. The speakers at this 
session were: Mr. Geoffrey Baker, Deputy 
Administrator for Price, Office of Price 
Administration, Washington, D. C.; Mr. 
Robert A. Seidel, vice president and comp- 
troller, The W. T. Grant Company, New 
York; and Dr. Robert F. Martin, Consult- 
ing Economist, of Washington, D. C. 

Mr. Baker, in advocating the contin- 
uance of price controls, stated that OPA 
is ‘approaching decontrol aggressively and 
with the purpose of getting out as fast as 
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is consistent with stabilization and with 
the knowledge that we are taking some 
risks and must continue to do so. 

“This period of active decontrol is a 
liquidation period,” he stated, “and will 
accelerate from now until June 1947. We 
have to take the chance that people will 
have more confidence in their ability to 
buy the things they want in the immediate 
future and that the tendency to rush into 
the market to beat the price and to beat 
Mrs. Joe Doaks won't be as strong, and 
the ‘inflation jitters’ will diminish rap- 
idly.” 

A catalog of production-crippling con- 
trols of OPA was presented by Mr. Seidel, 
who then called for “complete discontin- 
uance of practically all controls by June 
30, 1946.” Without such a program, he 
emphasized, “our return to normal is cer- 
tain to be unduly delayed and industry 
will be not strong for years to come.” 

Included in his program for progres- 
sive decontrol by Mr. Seidel were the fol- 
lowing points: 


1. That Congress state in plain English 
that maximum production is far more im- 
portant than the maintenance of fictitious 
price levels. 

2. That the job of pricing be restored 
to industry, to producers and distributors, 
where it properly belongs; and that OPA, 
if retained at all, have limited review and 
supervisory authority. 

3. That every producer be permitted to 
establish prices sufficient to enable him to 
manufacture prewar goods at current costs, 
with an opportunity for profit. 

4. That any and all controls that stand 
in the way of legitimate production be 
promptly eliminated. This includes the 
MAP program, and all like it. 

5. That the false theory that all in- 
creases needed to produce goods at cur- 
rent costs can be taken out of the hides of 
producers and distributors be discarded. 

6. That industry be given the immedi- 
ate right to challenge any and all regula- 
tions in our regular federal courts. 


An “outside view” of the OPA was 
presented by Dr. Martin, who presented 
an eight point program for demobilization 
of the organization which included rec- 
ommendations that “the OPA and other 
corresponding controls must be continued, 
many to the latter part of 1946 and a few 
until 1947.” 

“It would be wise,’ Dr. Martin said, 
“for Congress to grant an extension of 
authority for nine months with instruc- 
tions to liquidate price controls progres- 
sively during this period. Congress should 
require,” he stressed, “monthly reports on 
liquidation progress and a complete ac- 
counting early in 1947.” 

Dr. Martin also called for an end of 
“double-talking about its profits control 
policy’ on the part of the OPA high com- 
mand. He emphasized that because the 
OPA is operating in a larger economic 
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framework, “the OPA itself cannot stop 
Congressmen from continually rigging the 
agricultural price parity formula and rais- 
ing wages and costs. The time when the 
farm parity idea had any relation to eco- 
nomic valuations is long past and we must 
recognize it as a political plunder statistic. 
Tying the OPA’s hands on this front has 
and will continue to nullify a major part 
of its effectiveness and prolong its prob- 
lems and operations.” 

Dr. Jordan, the banquet speaker, in his 
discussion of ‘“The Road Ahead for Amer- 
ica” declared that “the central problem of 
our time with which the American people 
must go to grips is not peace or war on 
the road ahead, but whether and how they 
can limit and control the extension of 
power of the government at home as well 
as abroad. Upon what they decide to do 
about that problem, will depend not only 
the business of the world, but the kind of 
country that we live in and the kind of 
people they will be.” 

The committee members who planned 
and developed the conference, under the 
chairmanship of Mr. Widmayer, included 
the following: 


EXECUTIVE COMMITTEE 
Chairman: W. J. Wardell, American Can Com- 
pany 
N. P. Dussinger, General Baking Company 
Arthur Surkamp, United States Rubber Com- 
pany 
FINANCE COMMITTEE 


Chairman: Arthur L. Boschen, Vick Chemical 
Company 

R. C. Casselberry, General Aniline & Film Cor- 
poration 

G. O. Swezey, Nestle’s Milk Products, Inc. 


RECEPTION COMMITTEE 


Chairman: N. R. Ashcroft, Scott & Bowne, 
Bloomfield, New Jersey 

R. C. Casselberry, General Aniline and Film 
Corporation, New York 

H. N. Cottle, The Tupman Thurlow Company, 
Inc., New York 

G. E. Foster, The Brooklyn Union Gas Com- 
pany, Brooklyn, New York 

E. S. Larkin, Jacques Wolf and Company, Pas- 
saic, New Jersey 

E. B. Nutt, Standard Oil Company (New Jer- 
sey), New York 

B. S. Rodey, Jr., Consolidated Edison Company 
of New York, New York 

F. W. Rutherford, Ridgewood, New Jersey 

C. W. Borton, Irving Trust Company, New 
York 

C. T. Cubellis, The Mennen Company, Bloom- 
field, New Jersey 

A. M. Georger, United Artists Theatre Circuit, 
Inc., New York 

J. H. MacDonald, National Broadcasting Com- 
pany, New York 

L. M. Prouse, Hasbrouck Heights, New Jersey 

Vincent C. Ross, Prentice-Hall, Inc., New York 

N. L. Witt, The Angostura-Wupperman Com- 
pany, New York 

G. T. Zignone, MacFadden Publications, Inc., 
New York 


PROGRAM COMMITTEE 
Chairman: W. J. Wardell, American Can Com- 


pany 

N. R. Ashcroft, Scott & Bowne, Bloomfield, 
New Jersey 

E. A. Clancy, New York Central System, New 
York 


John D. Grayson, Hazeltine Electronics Co. 

ei New at 
. T. Hampson, Lowe Paper Company, Ridoe. 
field, New Jersey 

J. S. Holden, American Bosch Corporation 

By. os op rae : 
. A. Jackson, Standard Oil Compan: 

: oe" , New York neat Oe 
. J. Meuten, Niles-Bement-Pond Co; 
Hartford, Connecticut 7 

K. C. Richmond, Abraham & Straus, Inc 
Brooklyn, New York : 

Vincent C. Ross, Prentice-Hall, Inc., New York 

Arlo Wilson, The Society of Naval Architects 
and Marine Engineers, New York 

J. V. Bowser, The Westinghouse Air Brake 
Company, Wilmerding, Pennsylvania 

D. E. Damond, Brewster, Gordon and Com. 
pany, Inc., Rochester, New York 

Harry C. Gretz, American Telephone & Tele. 
gtaph Company, New York 

H. W. Herzog, George Washington University 
Washington, D. C. : 

H. M.®Iverson, Carrier Corporation, Syracuse 
New York 

R. J. Lowe, F. N. Burt Company, Buffalo, New 
York 

W. M. Morgan, The Baugh Chemical Com. 
pany, Baltimore, Maryland 

R. N. Rigby, Gillette Safety Razor Company, 
Boston, Massachusetts 

Arthur Surkamp, United States Rubber Com. 
pany, New York 

C. H. Yardley, The Penn Mutual Life Insurance 
Company, Philadelphia, Pennsylvania 


ARRANGEMENTS COMMITTEE 
Chairman: Arthur C. Harrigan, Lone Star 
Cement Corporation 
C. W. Borton, Irving Trust Company 
G. E. Foster, The Brooklyn Union Gas Com- 


pany 
L. W. Field, Wilcox & Gibbs Sewing Machine 


0. 

Harvey M. Kelley, Controllers Institute of 
America 

J. E. Savacool, Mack Trucks, Inc. 


PuBLICITyY COMMITTEE 


Chairman: John D. Grayson, Hazeltine Elec- 
tronics Corporation 

Vice Chairman: T. F. Gloisten, The American 
Home Magazine Corporation, New York 

Paul Haase, Controllers Institute of America, 
New York 

G. K. Dahl, New York 


Time Study Conference 


The first annual Time Study and Methods 
Conference was held in New York, April 
26-27, at the Hotel Pennsylvania. A technical 
conference for the practicing industrial engi- 
neer, it was sponsored by the Society for the 
Advancement of Management, assisted by the 
Management Division of the American So- 
ciety of Mechanical Engineers. In addition to 
time and motion study considerations, the 
Conference studied wage incentives, job eval- 
uation and labor problems. 


The Chance Before Us 


A successful fiscal program for the next 
four years demands intelligence and deter- 
mination of a high order, in bringing down 
the budget and in timing tax changes to open 
the way to active, vigorous private enterprise. 
We have before us the chance to construct 4 
strong economy to meet the tremendous prob- 
lems that we face. We must not permit aa 
unsatisfactory federal budget and lack of con- 
fidence in the soundness of the federal fiscal 
program to hamstring business enterprise 10 
rebuilding a healthy national economy. 


—Committee on Postwar Tax Policy 
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Fishing Apparatus, U. S. Pat. No. 515,001, granted 1894. 


Patent description supplied upon request. 


ig, wo 


Hook, line and—looking-glass! 


Back in 1894, a fellow decided that the 
way to catch a fish was to give him 
competition. So he tied a looking-glass 
to the hook to convince the fish that 
another customer was about to grab 
the bait! 
- History doesn’t tell us—but our 
guess is that the fish didn’t bite. They’re 
just too smart to be taken in by some- 
thing that’s “done with mirrors”! 

If you, too, shy away from devious 
methods of doing things — you'll be 


".W. AYER & Son 


glad to hear there’s a payroll system 
that’s refreshingly free of “tricks.” It’s 
speedy, compact, simple — the Compt- 
ometer Check-and-Payroll Plan. 

This faster procedure makes possi- 
ble permanent records from the first 
posting. That saves bookkeeping, copy- 
ing, perpetual filing. And it saves time 
and money. The payroll is finished 
rapidly — without elaborate machines 
or needless labor. It’s flexible enough 
to fit your own needs, no matter how 


large or small your payroll. Ask your 
nearest Comptometer Co. representa- 
tive to give you full details. 

The Comptometer, made only by 
Felt & Tarrant Manufacturing Co., 
Chicago, is sold exclusively by the 
Comptometer Company, 1734 N. 
Paulina St., Chicago 22, Il. 


COMPTOMETER 


REG. U. S. PAT. OFF. 


Adding-Calculating Machines and Methods 
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Scanning the Controllership Scene 








Up, Up, Up! 

Federal tax collections in selected years since 1910, com- 
piled by Tax Foundation, reveal a continual rising trend. In 
billions of dollars they were: .6 in 1910, 3.6 in 1930, 5.7 in 
1940, 13.4 in 1942, and 40.6 in 1944. 


Insurance Companies Have Big Government Holdings 


According to a survey recently released by the Institute of 
Life Insurance, most insurance companies invested the vast 
majority of premiums in government securities during the past 
year. The trend was particularly noticeable up to V-] Day, 
whereupon it began to taper off somewhat and it is expected to 
continue downward as the government's need ‘for financing 
abates. That should make more funds available for private in- 
dustry. In addition to loans on farms and real estate, and private 
home projects sponsored by the insurance fwms, insurance 
company holdings of United States securities reached a record 
peak of more than twenty billion dollars, which represents 
approximately forty-six per cent. of the admitted ‘assets of the 
insurance institutions. 


State Tax Revenues Rising 


Total state tax revenues in the fiscal year 1944 were $4.1 billion, 
according to the United States Bureau of the Census. A preliminary 
report by the bureau, covering fiscal 1945, indicates a further increase 
in collections to $4.3 billion. 


Living Standards Compared 


With frequent references to one-third of our nation being 
ill-fed, ill-clothed and ill-houses, it is encouraging to learn 
of an economic study recently circulating in Washington, 
D. C., which compares the living standards of average wage 
earners in leading nations. According to “Industrial Press 
Service,” on this comparative basis, Russia is now where the 
United States was in 1790, Italy is enjoying the standard 
which the United States had in 1812, Germany matches us at 
the 1860 level of this country, and England, it is reported, 
now enjoys the living standard of the United States of 1870. 


Dogbiting 
The House Postwar Military Policy Committee recently qual- 
ified’ as newsworthy under the “man bites dog” formula. It 
resigned, saying that its work had been completed. It asked the 
House, via a resolution introduced by its chairman, Re presenta- 
tive Woodrum (Virginia), to accept the return of $16,000 of 
its $32,000 appropriation. 


A Day and a Half a Week 


If all government spending were reflected immediately in taxes 
and each taxpayer paid exactly his pro rata share, that is what you 
would work each week to pay your tax bill before starting to work 
for yourself. Figures are based on Senator Taft’s recent estimate 
that total government expenses—federal, state, and local—can hardly 
be less than $36 billion, roughly 30 per cent. of the national income. 


Small Towns Are Big in Production 


Thirty-nine per cent. of all the manufacturing plants in 
America are located in cities and towns of less than 25,000 
population, according to the United States Census of Man- 
ufacturers. These plants employ forty-five per cent. of the 
nation’s manufacturing wage earners. 


Agriculture's Financial Gains Noted 


Agriculture, as measured by the dollar value of its physical 
goods, increased from a $49 billion to a $74 billion industry 
during the five years ending January 1, 1945. Its financial assets 
are estimated to have increased from $5 billion to $17 billion 
during the same period. 


State Debt Down 11.5 Per Cent. 


But it was not much at that, as government dollars are fig- 
ured these days. It dropped a mere $321 million. On the same 
percentage basis says the Citizens’ National Committee, an 
equivalent reduction of federal debt would have been $30.1 
billion—nearly a hundred times as much! 


Survey of E-Bond-holders 


; Of the estimated 51,000,000 persons in the nation who received 
income in 1945, 37,000,000, or more than 72 per cent., owned Series 
E U. S. Savings bonds at the end of last year, the Life Insurance 
Companies in America report. A major portion of the $30,000, 
000,000 in the E bonds outstanding on Dec. 31, 1945, was owned by 
persons earning $5,000 a year or less, according to the report. 

About 85 per cent. of the E bonds outstanding were owned by 
non-farm dwellers, and three-quarters of the urban income receivers 
owned E bonds, their holdings averaging $610. Sixty per cent. of all 
farm income receivers owned E bonds with an average ownership 
of $490. The survey found that the majority of persons interviewed 
were in favor of continuing the sale of bonds to the public. Urban 
dwellers were reported to be strongly in favor of continuing the 
payroll savings plan. 


Company Aids Its Returnin g Ex-GIs 


Some 600 ex-GIs out of 1,622 eligibles already have been 
reemployed by a Cleveland manufacturer, presenting “virtually 
no readjustment problems.” 

An up-grading plan to enable veterans to benefit from war- 
time training is meeting “wholehearted acceptance,’ the firm 
Says. 


South’s Pulp Industry Expands 


A 100 per cent. expansion of the South’s pulp and paper 
industry to a billion-dollar business was predicted at the re- 
cent meeting of the Southern Pulpwood Conservation Asso- 
ciation. Anything made of wood cellulose can be made from 
Southern timber, including rayon, artificial wood, plastics 
and chemicals, it was reported. 


But Ah!: the Federal!! 


Every State reduced its gross debt last year except Nevada— 
which had none to reduce! 

California, Idaho, Michigan, New Jersey, Pennsylvania and Utah 
cut their debts more than 20 per cent. California led in dollar re- 
duction, $70 million, or 28.8 per cent. Idaho, with a reduction of 
less than $1 million, had a cut of 62 per cent. ‘ 


War Records Contrasted 


During World War I, under Government operation, the na- 
tion’s railroads suffered losses in 1918 which totaled more than 
$1,500,000,000—which' was borne by the taxpayers. Under 
private management in World War II the railroads not only 
met unprecedented demands for their services but patd more 
than $4,000,000,000 in Federal taxes, and also built up financial 


reserves for new equipment and better service. 
—PAuL HAASE. 
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Pacific Coast Controllers to Confer 





The fitst postwar gathering of controllers and financial oficers of western corporations 
will occur on the occasion of the... 


FIFTH ANNUAL 
PACIFIC COAST CONFERENCE 


of the 


Controllers Institute of America 
which will be held in 


SAN FRANCISCO 


at 


HOTEL ST. FRANCES 


on 


JUNE 8-9, 1946 


under the auspices of the 


San Francisco Control 


Program and Other Details Will Be Released as Soon as Possible. 


COOPERATING CONTROLS: 


LOS ANGELES 
PORTLAND 
SEATTLE 


Mark Your Calendar Now for This First Postwar 
PACIFIC COAST CONFERENCE 
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IS THIS TRIP REALLY 
NECESSARY ? 





ATodd Payroll System 
Could Prevent It 


The head of your Payroll Depart- 
ment may not be a “hospital case”’ 
but he may be on the verge of a 
nervous breakdown induced by 
cumbersome payroll methods and 
chronic worry about keeping rec- 
ords up-to-date for 7 different 
Government Agencies. 

Small and large corporations 
have found a Todd Payroll System 
reduces overtime and keeps every- 
body — including the Wage and 
Hour Inspector—happy. A Todd 
Form-Master actually cuts payroll 
posting time a third—a half— often 


Todd ¢ 
"ROCHESTER & NEW YORK 
SALES OFFICES IN WW PRINCIPAL CITIES 
DISTRIBUTORS THROUGHOUT THE WORLD 








Mets v 




















more. Any clerk can post em- 
ployee’s statement, payroll sheet 
and individual earnings record in 
one operation. And the records are 
always accurate and ready for 
inspection. Send the coupon for 
complete details. 





BRIEF EVIDENCE 


“One particularly beneficial result from 

your system is its accuracy. As to the 

time saved ... a fair estimate would be 
approximately a third.” 

John H. Pray & Sons Co. 

Boston, Massachusetts 


‘|, . our payroll now takes us approxi- 

mately 40% less time than it did when 

we were using our old system... our 

records are more complete and are 
much more easily analyzed.” 

L. W. Ferdinand & Co., Inc. 

Newton Lower Falls, Massachusetts 











THE TODD CO., INC., Rochester 3, N. Y. 


Please give me the facts about Todd Payroll 
Systems that speed quarterly reports, cut pay- 
roll posting time, increase accuracy and meet 
all State and Federal -regulations. 

















Company 
Address. 
City County State 
By. 
C-5-46 aa 





TAX VS. COST ACCOUNTING 
(Continued from page 261) 











other ordinary and necessary business ex- 
pense specifically listed in Section 23 of 
the Code, including direct materials and 
direct labor. 

While the Government appears not to 
consider it as such, it would appear from 
reading the Code and rationalizing it 
with recognized cost accounting principles 
that Section 22, and not Section 23, of 
the Code is applicable in determining 
what shall be charged to inventories and 
manufacturing cost. If this is not so, then 
Sections 21 and 41 of the Code and Sec. 
tion 29.22 of the Regulations are without 
substance or meaning. 

In addition, Section 22 is not subordi- 
nated to Section 23 in any manner. More- 
over, since neither Section 22 of the Code 
nor Section 29.22(c)-3 (3) of Regula- 
tions 111 states that all indirect expenses 
except the deductions specifically listed 
in Section 23 are to be charged to the 
cost of manufacturing, the inescapable 
conclusion must be that the law and the 
regulations mean precisely what they say, 
namely, that indirect expenses, including 
rent, repairs, taxes, and depreciation 
should be considered in determining the 
cost of inventories for income tax pur- 
poses. To place any other construction on 
the statute and the regulations requires 
reading into them something that is not 
there, because you simply cannot exclude 
rent, repairs, taxes, and depreciation as 
items of manufacturing cost and keep 
books according to the best accounting 
practice. 

As a matter of fact, the Court and the 
Bureau have confused a deduction from 
gross income (Section 23) with a charge 
to indirect manufacturing expense (Sec- 
tion 22). In the latter case, all the law 
does is limit the charges to those items 
which are incident to and necessary for 
the production of a particular product. It 
does not prescribe how these expenses 
shall be treated after they enter the “cost 
stream” as long as the procedure fol- 
lowed by the taxpayer conforms with ac- 
cepted principles of cost accounting. If 
the Commissioner's ruling is followed 
literally, neither the inventories nor the 
income determined by the use of such 
inventories will be correct from a cost- 
accounting standpoint. 


Balance the Budget or Suffer 


Our government during the last 12 years 
has cost at least three times what it should 
and unless we can get a balanced budget soon 
we will suffer severely. Where we used to get 
along with 500,000 on the federal payrolls, 
there are now more than 3,000,000. In most 
instances where one bureau is abolished be- 
cause of too much publicity the personnel is 
simply transferred to some other bureau. 

* —-Harold Knutson, Congressman from 
Minnesota. 
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listed ‘Group Permanent” is a new employer-employee benefit plan pioneered by 


vl Continental. “Group Permanent,” combining insurance with a retirement 
nd the income at age 65, provides an ideal pension plan for employee groups of 50 
ey say, or more. This is an example of the-many unusual advantages offered by 
aC. Continental which are not common to many life insurance companies and 


ciation ; : , ae . 
ng the are superior to most privately administered plans. Get the full Continental 


x pur- story before you decide on your employer-employee program. Continental 
on offers complete integrated programs and programs custom-built for your 
pa needs. Get detailed information in two convenient booklets. Mail the cou- 
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FILL OUT AND MAIL COUPON TODAY— 
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J. K. Dennis, Assistant Vice President 
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Continental Assurance Co., 310 S. Michigan Ave., Chicago 
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Send copies of your two booklets on employer-employee insurance and pension 
plans to: 
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OOM 


$ : by, POSITIONS WANTED 
ae ts Executive Accountant (CPA) 


* Naval officer, available in June, 1946, de. 











sires a responsible position such as control. 
ler, assistant controller, executive account. 
ant, financial analyst, or chief accountant 
with progressive company, preferably in 
middle west or east. Qualifications: CPA 
(N. Y.); BBA and Master Business Admin. 
istration degree (Ohio State University); g 
years public and general accounting experi- 
ence; extensive knowledge of general ac. 
counting, auditing, manufacturing costs, dis. 
tribution cost analysis, statistical analysis, 
and budgets. Presently engaged in super- 
visory accounting work with Navy. Age 31. 
Married. Address: Box ‘584, “The Control- 
ler,” One East Forty-second Street, New 
York 17, N.Y, 






There’s a difference in 


calculators...operate a 


Controller 


Desire position in controller’s office or ac- 
counting department, preferably as assistant 
to controller. Nine years with present com- 
pany as head of accounting department, office 
manager, and credit manager. Present em- 
ployer a midwest manufacturing company. 
Age 34, married, two children. Salary $5,000. 
~ Address: Box 583, The Controller, One East 

Forty-Second Street, New York 17, N. Y. 


Fully Automatic Friden ~“ 


and you'll discover how effort- 
\ 


\ \ 
lessly you can produce accurate, 
Accountant 


» Lhe services of a first-class accountant who 

speaks French, Spanish, and some Portugese, 

are available to any concern needing such a 

man in South or Central America, or any 

; 4 aa other ro of the world. Has 0g cagane) ia 

; war work as an accountant for the Rubber 

Work problems. Just ask your local _, fi Development Corporation, an agency of the 

si i} United States Government, since March, 

1943. Has worked successively in Brazil, 

5 ee Bolivia, and Peru. Performance record with 

Friden Agency for a demonstration of Reconstruction Finance Corporation carries 

high rating. Has excellent references in New 

York City. Address Box No. 573, ‘'The Con- 

troller,” One East Forty-second Street, New 
York “17, NS Y: 


useful answers for all.types of Figure\ 


these exclusive Friden Features...on your own work.” 
Divisional Controller 


Qualified in corporate and public account- 
ing, now available due to termination of war 
contract, desires executive position in ac- 
counting. College graduate with M.B.A. de- 
gree in accounting. A.B., B.S.E. supervisory 
experience in Standard, Press and Job Costs, 
Systems Installation and General Accounting. 
Eleven years experience in foreign service. 
Proficient knowledge of Spanish and some 
Italian. Captain in United States Army, Euro- 
pean Theatre World War II. Address: Box 
586, ‘The Controller,’ One East Forty-sec- 
‘ond Street, New York 17, N. Y. 


Assistant Controller 


Honorably discharged army officer, 37, 
married. Former assistant controller of a 
war industry plant. Fifteen years’ account: . 
ing experience, both public and private. De- 
sires position in northern California. Ad- 
dress: Box 591, ‘“‘The Controller,’ One East 
Forty-Second Street, New York 17, N. Y. 


Assistant Controller—Cost Accountant 


Experienced in job, process and standard 
costs applicable to the electronic, gee 
: : ; 
Company Controlled Sales Agencies throughout the United States and Canada. vee a ie ribet - oe d gore Fy . 
' modern methods, systems, controls and office 
management. Accountancy trained, salary mod- 
FRIDEN CALCULATING MACHINE CO., INC.  ctate, age 40. Address Box 585, “The Con- 
troller,’ One East Forty-second Street, New 

HOME OFFICE AND PLANT + SAN LEANDRO, CALIFORNIA, U.S.A. * SALES AND SERVICE THROUGHOUT THE WORLD York 117, N. Y. 





Friden-Mechanical and Instructional Service is available in approximately 250 
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Standard Oil Company (New Jersey) 


finds many uses for C4auonals 


This famous producer and distributor of 
petroleum products finds constant use for 
National Accounting Machines. First, for 
the compilation of pre-payroll figures and 
controls. Second, for writing and issuing 
payrollchecks. Third, for cost distribution. 
And fourth, for preparation of tax reports. 

In addition, a National Bookkeeping 
system is used to maintain record cards 
for workers who are participants in the 
payroll savings plan for the purchase of 
United States Savings Bonds. Monthly 
reports to the Thrift Fund accounting 


office are also secured through this system. 


Making business easier for 


Whether yours is a world-wide opera- 
tion, or on a more modest scale, there’s a 
National Accounting System expressly 
designed to give you better figure-con- 
trol—and at lower cost. National Ac- 
counting-Bookkeeping Machines can be 
used without specially trained operators. 
They meet the demands of individual 
plant practices, methods, and deductions. 
Let a National representative examine 
your needs and make recommendations 
without obligation to you. The National 
Cash Register Company, Dayton 9, Ohio. 


Offices in principal cities. 


the American businessman 


National Accounting Machines in the Treasurer's 
Office of Standard Oil Company (New Jersey). 
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Ferreting out Fraud... 





Inthe old-fashioned melodrama, 
the accountant was the man who 
came in once a year, poked around 
the papers, eagle-eyed the books, 
detected the defalcation and put 
the finger on the petty thief... 
enmeshed the embezzler, called the 
cops and sent him on his way to 
stripes. 

Far less spectacular than this 
prototype in fiction, the modern 
accounting firm has more scope 
and range... with many. years of 
experience in varied industries... 


serves business not once per year 






McBee 
say 


ye 








Dee 





im fection! 


but every business day. And as the 
professional consultant to business 
and industry, the accountant works 
from known facts, interprets them, 
knows why sales slipped and bank 
borrowing increased . . . suggests 
resultful remedies. For effective 
sleuthing, the data detective needs 


facts; and fresh facts. 


McBEE is not an accounting 
firm...butour productsand methods 
plus forty years of experience 
...aid the accountant by making all 


business facts available faster. 


THE McBEE COMPANY 


SOLE MANUFACTURERS OF KEYSORT 
295 Madison Avenue, New York 17, N.Y... Offices in principal citte 


Position Wanted 


























Controller, Treasurer, Finance Officer 


Graduate accountant and lawyer. At present 
controller of a holding company and treasurer 
of a subsidiary. Experienced in all phases of 
accounting, and financial and budgetary con. 
trol. Thoroughly familiar with parent company 
and subsidiary companies’ inter-relationships 
and management problems. Member of Con. 
trollers Institute of America. Address Box No 
569, “The Controller,” One East Forty-second 
Street, New York 17, New York. 


New SEC Ruling on Bonus and 
Profit-Sharing Plans 


The Securities and Exchange Commission an- 
nounced in February that it had adopted a new 
rule under the Investment Company Act of 1949 
regarding bonus, profit-sharing and pension 
plans provided by registered investment com- 
panies and their controlled companies for di- 
rectors, officers and other affiliated persons. The 
rule does not prevent adoption of any such 
plans but merely provides that prior to the sub- 
mission of any such plan to security holders for 
approval, or if not so submitted, prior to the 
adoption thereof, an application regarding the 
plan shall be filed with the Commission and 
the Commission be given ten days to scrutinize 
the plan and determine whether or not a hearing 
should be held thereon. The purpose of the rule 
is to protect registered investment companies 
and their controlled companies and the security 
holders of such companies against participation 
in such plans on an unfair and inequitable 
basis. The rule provides that the Commission 
will, in passing upon such applications, be 
guided by the standards contained in the vari- 
ous pertinent sections of the Act. 

* * * 


The term “collective bargaining” was first 
used in London in 1891 by Beatrice Webb 
and was promptly popularized in this coun- 
try by Samuel Gompers of the AF of L, says 
a Twentieth Century Fund survey. 

* % # 

More than $24,000,000 in plans for the ben- 
efit of its workers was paid out by the E. I. 
du Pont de Nemours Co., Wilmington, Del, 
during 1944. The company carries all the 
costs of its workers life insurance, pay during 
sick leave, vacations, recreation, safety and 
medical and hospital service. 


f.: a 
pension 

and profit- 
sharing plans 


Write for Pamphlet 
Recent Developments” 





PENSION PLANNING COMPANY 
Actuarial Consultants 


MEYER M. GOLDSTEIN, C. L. U. 
Director 


527 Fifth Avenue, New York 17 
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IT EXPLAINS 


How to get new speed and simplifica- 
tion in production paper work, factory 
systems, methods and routines with 


Mimeograph* die-impressed stencils 


What they are and what they do for you 

... this new folder tells about Mimeograph 

die-impressed stencils. All about how they 

... make paper work systems one-writ- 
ing systems. 

... eliminate the need for large quan- 
tities of forms. 


. . . increase accuracy with all copies pro- 
duced from a single writing; only one 
proofreading required. 





Mimeograph duplicator 


* MIMEOGRAPH is the trade-mark of A. B. Dick Company, Chicago, registered in the U.S Patent Office 


. . . produce as many copies as you want 
when you want them, in clear, clean 
black-and-white that won’t smudge 
even under hard handling or fade 
under exposure. 


To get the whole story on this tried-and- 
tested use for that Mimeograph dupli- 
cator you now have—or-will be getting 
soon—justclipand mail the coupon today. 











On Display? Visit Booths 93-94, National 
Office Management Association Conferences, 
Stevens Hotel, Chicago, June 3-4-5 


COPYRIGHT, A. 8. DICK COMPANY 


A. B. Dick Company, Dept. Q-546 
720 W. Jackson Blvd., Chicago 6, Illinois 


Send me a copy of your new folder, 
‘““Mimeograph Die-Impressed Stencils.” 
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Practical Advice on Pension 
Planning and Financing 


BASED upon extensive experience as trustee for 
both insured and independently financed pension 
plans, and a wide knowledge of all types of 
retirement plans in general use, this bank offers 
its services to. corporation officers and directors 
for their assistance in deciding upon the type of 
plan, the specific provisions, and the method of 
financing best suited to their companies’ individual 


needs and financial circumstances. 





Condensed to 17 pages of text, a booklet entitled 
Pension Plan Fundamentals Briefly Stated will be 
mailed on request. This is written for corporation 
executives and directors who wish to have a concise 
statement of the basic factors involved in developing a 
satisfactory pension plan and financing it on an eco- 


nomical basis consistent with earnings. 











Guaranty Trust Company 
of New York 


Capital Funds, $314,000,000 
140 Broadway 









New York 15 
Fifth Ave. at 44th St. Madison Ave. at 60th St. 
New York 18 New York 21 
To be opened: 40 Rockefeller Plaza, New York 20 
London Paris Brussels 





Copyright, Guaranty Trust Company of New York 1945 




















































Positions Wanted 











Controller, Assistant Controller, Tax 
Manager 


C.P.A. Associate member American Insti. 
tute of Accountants. 31. Gentile. Experience 
in all phases of industrial accounting; also 
purchasing, systems and personnel. Former 
United States Revenue agent. Broad adminis. 
trative and executive experience. Presently 
employed in executive capacity handling taxes 
in one of the largest corporations in the coun- 
try. Desire connection as executive officer with 
medium size corporation or tax manager in 
public accounting firm. Present salary $6,500. 
Address: Box 587, ‘The Controller,” One East 
Forty-second Street, New York 17, N. Y. 


Assistant te Controller 


Senior accountant, New York certified pub- 
lic accountant, college graduate. Age 39, mar- 
ried, one child, twelve years’ public accounting 
experience, now on staff of national firm, de- 
sires employment as assistant to controller 
whose responsibilities are heavy in the prepara- 
tion of internal reports and the continuous 
analysis of operations on which they are based. 
Good public record. Ability to analyze, sum- 
marize and interpret. Hearing lost while in 
service prevents use of telephone. Address: 
Box 590, “The Controller,” One East Forty- 
second Street, New York 17, N. Y. 


Controller, Treasurer 


Executive accountant desires position as con- 
troller, treasurer or assistant to either. Well 
qualified in cost, general accounting, and man- 
agement. Prefer southern California location. 
Present salary $8,750, but will accept $7,500 
up in a position with a real future. Age 31, 
married, no children. Address Box 589, 
“The Controller,” One East Forty-second Street, 
New York 17, N. Y. 


Executive Accountant 


University graduate—36. B.S., M.B.A. de- 
grees. Industrial engineering training in pro- 
duction control and time study. Fifteen years 
public manufacturing experience. Standard 
and job costs, budgets, methods systems, gen- 
eral accounting. Capable administrator with 
an excellent business background. Prefer lo- 
cating in New York, New Jersey. Salary open. 
Address: Box 588, ‘The Controller,” One 
East Forty-second Street, New York 17, N. Y. 


Controller-Accountant 


Fifteen years public accounting and ten 
years commercial experience, seeks position 
with progressive company. Salary $8,000. 
Address: Box 592, “The Controller,” One 
East Forty-second Street, New York 17, N. Y. 





| 
Institute Release Special 
Tax Bulletin 


A special bulletin regarding the set- 
ting up of federal taxes on corporate 
quarterly reports in. situations where 
results for the quarter indicate that a 
tax carry-back credit will be available, 
was released by the Committee on 
Technical Information and Research 
of The Controllers Institute, on April 
12. The bulletin contains eleven de- 
tailed responses from members of The 
Institute in answer to a question on 
the subject presented by a member. 
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s. type o ongour desk overnight. Al 
your finger-tips, you can have full ‘details of © @ on developments and 
reliable analyses of their impact -— ha “Indexed for fast fact-finding. 
You’re ready any day for any tax or financial conference that may be called. 


WRITE DEPT. H 


THE BUREAU OF NATIONAL AFFAIRS 
24th & N Streets, Washington 7. D. C. 




































Why Not 


The following excerpts are from an address 
by Mr. Edwin E. McConnell, controller of 
Norton Company, Worcester, Massachusetts, 
and president of the Controllers Institute of 
America, which he presented at the 12th East- 
ern Spring Conference, of The Institute on 
April 15, in the Hotel Waldorf-Astoria, New 
York.—The Editors 


We are living in a period of the world 
when governments are attempting, by reg- 
ulations, to control their economics from 
war to peace. Men of our practical experi- 
ence know that detail regulation does not 
operate well, even in private industry. 
Government regulations are cumbersome 
to understand and, administered by men 
chosen for their political loyalty, tie us 
up in red tape that wastes our money and 
lengthens the time of’ reconversion. 

During the past few months there has 
been a new factor in our national life. It 
is called the Fact-Finding Board. In con- 
nection with the General Motors difficul- 
ties, I understand that a board consisting 
of a judge, the president of a, college and 
a member of the National War Labor 
Board visited Detroit for three days; in- 
vestigated all the facts, and concluded 
that General Motors could pay an addi- 
tional 19 cents per hour. If my under- 
standing is correct, we as controllers have 
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“Fact-Find” the Government? 


missed something, either in our educa- 
tion or our experience. Perhaps we should 
request our Committee on Education or 
the Controllership Foundation to do a 
research job and ascertain the magic of 
that Fact-Finding Board! 

It is suggested that the President of the 
United States or Congress appoint a Fact- 
Finding Board consisting of men of the 
same character and ability as those on the 
General Motors Board to investigate the 
number of civilian employees of the fed- 
eral government and review the expendi- 
tures. The total number of civilian em- 
ployees in June, 1945, was 2,915,500. In 
December, 1945, the number employed 
was 2,405,000, or a decrease of 510,000. 
However, in June, 1940, there were 1,- 
002,800 civilian employees. Certainly if 
the federal government were under the 
same pressure as industry to reduce costs, 
more than 510,000 employees should have 
been ‘dropped. 

Some of my friends in Washington 
have advised me that Senator Byrd and 
others do an injustice when they quote 
the above figures in total. Therefore, in 
order to overcome this criticism, we will 
break down this total employment. 

The War Department in June, 1945 


had 1,147,000 civilian employees and ip 
December, 1945, it had 791,000, a reduc. 
tion of 356,200. The Navy Department 
in June, 1945, had 693,700 and in De 
cember, 1945, it had 542,800, or a reduc. 
tion of 150,000. It is my understanding 
that the civilian employees in the Navy 
Department include employment in the 
various shipyards operated by the Navy. 
If the rumors are true in connection with 
the operation of the shipyards during the 
war period, a Fact-Finding Board might 
show good results in a detailed examina- 
tion of this department. Other war agen. 
cies had civilian employees of 172,700 in 
June, 1945, and 76,800 in December, 
1945, a decrease of 95,900. 

Other -agencies of. the Federal govern. 
ment have not been so successful. The 
Post Office Department in June, 1945, 
had 377,800 employees and in Decem- 
ber, 1945, had 446,200 or an increase of 
68,400. Certainly a Fact-Finding Board 
could examine the total revenue of the 
Post Office Department, taking into con- 
sideration the volume of mail of men and 
women in the Armed Services who were 
allowed free-postage service, and also the 
volume of free-postage service allowed to 

(Please turn to page 282) 
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For more than fifty years, Burroughs has worked in close, 
continuous association with business men everywhere 
in helping them solve their figuring and accounting problems, 
The experience gained through this long association 
explains, in part, Burroughs’ recognized ability to analyze 
office procedures and requirements . . . to make practical, 


$e 4 
Bu: z oughs carefully-thought-out recommendations . . . to select, 


install and apply the machines and methods that provide 





{IN MACHINES maximum accuracy and efficiency at minimum expense. 
IN COUNSEL This experience, plus Burroughs’ continuing program of new 
IN SERVICE machine developments to meet ever-changing business 





needs, is an important reason why you see Burroughs 
machines wherever you go. 


BURROUGHS ADDING MACHINE COMPANY - DETROIT 32, MICHIGAN 


FIGURING, ACCOUNTING, STATISTICAL AND CASH REGISTERING MACHINES * NATIONWIDE MAINTENANCE SERVICE «+ MACHINE SUPPLIES 
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members of Congress and governmental 
agencies, and ascertain whether or not 
an increase in the number of employees 
was justified. It is quite interesting to 
note that the agencies other than war 
agencies had 746,200 employees in June, 
1940, and 994,000 in December, 1945— 
an increase of 248,000, or approximately 
33 per cent. 

This question should be of interest to 
us as taxpayers, because the burden of 
paying these salaries falls on our shoul- 
ders." Under the present rates of taxation, 
all employees earning more than $2,000 
above their exemptions are devoting at 
least 20 per cent. of their time working 
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for the federal government. A reduction 
in the number of employees in the federal 
government, with a corresponding reduc- 
tion in the expenses of the operating de- 
partments, would certainly help us to bal- 
ance the budget, reduce rates of taxation, 
and make a reduction in the huge federal 
debt outstanding at the present time. It 
seems to me that the federal government 
should do a little fact finding in its de- 
partments, comparable to the work we are 
doing in industry to decrease our costs 
to meet present-day conditions. 

It is interesting to note that on Novem- 
ber 1, 1945, the Commerce Department 
issued a report on the automobile indus- 
try in which it said, that wages could be 
increased 15 per cent. this year and 10 
per cent. next year without an increase in 
prices, and that profits before taxes would 


OFFICE MACHINES BECOMING 


Available! 


Calculators 


Typewriters 


Addressographs 


Ediphones 


Mimeographs 


Comptometers 


Dictaphones 


WAR SURPLUS © 
OFFICE MACHINES 





The Famine is about ended! Famous 
makes of office machines, the by- 
words of efficiency, are obtainable 
now, if you contact the country’s 
leading rebuilders of this equip- 


ment. Every machine is tested and 


‘ guaranteed to look and run like 


Multigraphs 


Bookkeeping 


Billing 


326-330 BROADWAY 


new. We operate nationally. Where- 
ever you are phone or write. We 


can help you now. 


INTERNATIONAL OFFICE APPLIANCES, INC. 


NEW YORK 7, N. Y. 





be comparable to 1941. This was given 
much publicity in Washington. Later this 
statement was retracted by Secretary Wal- 
lace as an official forecast. 

The governmental agencies could spend 
their time to better advantage if they 
would investigate their own organiza. 
tions and attempt to place them on an 
efficient operating basis. ° 

That report raises the question of the 
use of statistics by the governmental 
agencies. If this is an illustration of the 
use of industry-furnished data by govern. 
mental agencies, then industry should 
fight the collection of such information, 


Controllership Analyzed 


In the course of a discussion of the place 
of the controller's office in the business or- 
ganization, at a recent meeting of the Spring. 
field Control of The Institute, Mr. E. J. 
Wagener, of Precision Tool and Manufac. 
turing Company, Westfield, Massachusetts, 
visualized the controller’s place in business 
as a triangle whose base is “the man” and 
whose left and right sides are “the task” and 
“the result.”’ 

Analyzing ‘“‘the man,’ Mr. Wagener said 
“he should be a bookkeeper, an accountant, a 
business man and a human being of the virile 
type, all four, rolled into one compact mass 
of dynamic leadership. It follows that he 
must be equipped with a sound technical and 
practical knowledge of all accounting and f- 
nancial matters, be a man of business acumen 
seasoned by the perplexities of modern eco- 
nomic life and last but not least, he must 
be an inspiring leader and not an irrational 
driver. 

“He should have imagination and creative 
ability, a sense of justice and fair play, be 
amiable and tolerant. If mother nature was 
kind to him, poise mingled with dignity 
would help a great deal to make the shingle 
of his front door more attractive.” 

As to “the task,” Mr Wagener said “this 
includes the manifold functions of the con- 
troller ‘and depends upon the requirements 
and organic structure of the business or in- 
dustry where the individual is employed.” No 
detailed descriptions of functions need be 
given, he said because they have been fully 
and ably stated by capable and experienced 
men in Bulletin I of the Controllers Insti- 


-tute’s National Committee on Education. 


Mr. Wagener then outlined them as fol- 
lows: 


. To study and analyze existing conditions. 

. To formulate a plan. 

. To develop a design and pattern. 

. To create the tools required for the job. 

To appoint and train the personnel to do 
the work. 

. To actually: perform the job. 

. To sell the ‘finished product. 
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Versatile Controller Available 


Institute member, Certified Public Account- 
ant (Pennsylvania), age 48, desires change of 
position. Versatile comptroller, worldly wise 
and not too much of a detail man. Particularly 
experienced in administration, liaison and the 
handling of confidential matters and missions 
with and for top management. Available upon 
reasonable notice. Address: Box 597, “The 
Controller,” One East Forty-second Street, 


New York 17, N. Y. 





¥UM 





aS given 
ater this 
ity Wal- 


ld spend 
if they 
rganiza- 
1 on an 


| of the 
nmental 
of the 
govern- 
should 
nation. 


1e place 
ness or- 
Spring- 
Bey, 
fanufac- 
husetts, 
business 
an” and 
sk” and 


ler said 
ntant, a 
e virile 
ct mass 
that he 
ical and 
- and fi- 
acumen 
rN eCo- 
e must 
rational 


creative 
lay, be 
ire was 
dignity 
shingle 


d “this 
he con- 
rements 
or in- 
d.” No 
eed be 
n fully 
rienced 
s Insti- 
ion. 

as fol- 


Jitions. 


job. 
| to do 


ccount- 
inge of 
ly wise 
icularly 
nd the 
issions 
e upon 

“The 
Street, 


The Controller, May, 1946 


ow a Pension Trust Plan Works 








CORPORATE EMPLOYER 

















PROFITS => 


















es ee 
) i. qr k 
yg 373259 
| pf a 
Sa (IIIA 


3449497394 




















4 N33 493 3 


nec’ besos Dac Bh oe 


PENSION PLAN 


TRUSTEE OF 











































FOR RETIREMENT 



















Scan 








INSURANCE CO. RESERVOIR 









TO RETIREMENT 


Bus 


Designed by 





























XUM 


1 The corporate employer provides a systematic 
method for the retirement of employees who have 
served the organization for many years. By aug- 
menting their Social Security old age benefits, which 
provide only subsistence income, with the benefits 
from a Pension Trust Plan, employees can look 
forward confidently to a “livable” income in their 
retirement years. 


2 Annual contributions to the Trust by the em- 
ployer are taken from the gross profits of the com- 
pany that normally go for taxes and dividends to 
stockholders. To encourage the employer to adopt 
private pension plans, the Government permits 
as a deduction for income tax purposes, contribu- 
tions made to the Trust. 


3 The trustee of the Pension Trust Plan, either 
corporate or individual, acts as intermediary be- 
tween the Employer and Insurance Company, pur- 
chasing retirement income policies and generally 
administering the provisions of the Trust. 


4 Employees enter the Pension Trust Plan secure 
in the knowledge that, as they travel the steps 
toward the sunset of life, their future financial 
security is assured. 


5 At normal retirement, a life income from the 
policy or policies purchased for each participating 
employee is paid to him from the Insurance Com- 
pany reservoir. In the event of an employee’s death 
prior to retirement, death benefit proceeds are paid 
to his beneficiary. 


A consultation with an Equitable representative will reveal how your 
organization can benefit by the adoption of a Pension Trust Plan. 


THE EQUITABLE LIFE ASSURANCE SOCIETY 
OF THE UNITED STATES 


THOMAS I, PARKINSON, President 


393 Seventh Avenue, New York 1, N. Y. 


Listen to The Equitable’s “THIS IS YOUR FBI” every Friday evening over the American Broadcasting System, 8:30, E.T.; 7:30, C.T.; 6:30, M.T.; 8:30, ) 





Leon Gilbert Simon 
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Reflecting Carrybacks in First Quarter's 
Operating Figures 


Mr. Arthur R. Tucker, Managing Director, 
Controllers Institute of America 

I have read with considerable interest 
the bulletin dated April 12, 1946 of the 
Institute's Committee on Technical Infor- 
mation and Research with respect to re- 
flecting Federal income tax carry-back in 
published figures for first quarter opera- 
tions. This is a problem that affects our 
company and to which we have given con- 
siderable thought. While I do not believe 
that there is a single answer to the prob- 
lem——the answer varies with different con- 
ditions—nevertheless I disagree with the 
“do-nothing” attitude indicated in many 
of the excerpts in the bulletin. 

In view: of the importance of tax carry- 
back refunds to companies that paid ex- 
cess-profits taxes in 1944 and 1945 and 
expect to sustain losses during the year 
1946, it seems to me that the financial 
officers of such companies should prepare 
tables to show what carry-back refunds 
will accrue to the company for varying 
amounts of losses or where profits are less 
than the excess-profits credit. An estimate 
should also be prepared of what the re- 
sults of operations are likely to be for the 
year 1946. It should then be possible to 
make an estimate of the probable ratio of 
tax refund for the year 1946. Admittedly, 
such forecasts may prove to be quite 
wrong; nevertheless, unless a forecast is 


made, the management is likely to be ac- 
cused of misleading the investing public 
if it fails to take into consideration in its 
published results of operations the prob- 
able effect on the year’s opetations of po- 
tential recovery through tax carry-back. 
In my opinion, the practices which 
should be followed by companies en- 
titled to benefit from tax carry-back dif- 
fer with the circumstances, as follows: 


1. Company sustained a loss in the first 
quarter of 1946 but anticipates that a 
profit will be earned for the year. 

In reporting the loss for the first quar- 
ter, the gross loss from operations should 
be reported with a statement to the effect 
that a profit for the year is anticipated 
and, consequently, no carry-back tax re- 
fund has been reflected. 


2. Company sustained a loss in the fuwst 
quarter but expects to break even for 
the year. 

In reporting its first quarter results of 
operations, a statement should be made to 
the effect that it is anticipated that the 
loss will be offset by profits earned during 
the remainder of the year and that a tax 
recovery through carry-back of unused ex- 
cess-profits credit will be made. It prob- 
ably would be advisable to state the 
amount of tax refund that will result 
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therefrom if the company earns no profit 
and sustains no loss. 


3. Company has sustained a loss in the 
fst quarter and expects to break even 
for the balance of the year. 

In this event, the full effect of tax re. 
covery through carry-back of unused ex. 
cess-profits credit and carry-back of losses 
for such an amount of loss should be re. 
flected in the first quarter figures, with a 
footnote explaining the management's ex. 
pectations. 


4. Company sustained a loss in the first 
staid and anticipates that further 
osses will be sustained during the bal- 
ance of the year. 

Since the ratio of tax recovery for the 
year probably will be less than the ratio 
of refund that would be received if the 
loss in the first quarter were equal to the 
loss for the year, an amount of refund 
should be shown for the first quarter 
equal to the anticipated ratio of refund 
for the whole year. 


There are many other circumstances 
that could be cited such as the case of the 
company that earned a profit in the first 
quarter but anticipated that a loss would 
be sustained for the year. The same basic 
philosophy applies in all circumstances, | 
believe, namely, that the probable effect 
of tax refunds based on the anticipated 
results‘of operations for the year should 
be determined and the first quarter re- 
sults of operations reported accordingly. 
I believe that it would be a big mistake 
for corporations to report large losses 
which are partly recoverable out of tax 
refunds et then to give effect to the te- 
funds only at-the end of the year. Such 
a practice would lay corporate manage- 
ment wide open to an accusation of mis- 
representation and would give credence to 
the unwarranted accusations that have 
been made by some irresponsible labor 
leaders, 

Yours very truly, 
DuNDAS PEACOCK 
Controller 
Elliott Company 


Jeannette, Pennsylvania 


April 17, 1946 


OCS Issues Amendment To Regulation 15 


The Office of Contract Settlement has is 
sued an amendment, effective April 5, 1946, 
to its Regulation No. 15 entitled “Rules of 
Practice and Procedure for the Appeal Board 
of the Office of Contract Settlement.’ Copies 
of the regulation as amended may be ob 
tained from the Office of Contract Settlement, 
Federal Reserve Building, Washington 25, 
Dy; 5. 


Tax Barriers 


Interstate tax barriers to marketing wefe 
discussed by Robert S. Holzman, of Schenley 
Distillers Corporation, before a recent meet 
ing of the American Marketing Association. 
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Reviews of Recent Publications 





“Refresher” 


CONTEMPORARY ACCOUNTING: A 
Refresher Course for Public Account- 
ants. American Institute of Account- 
ants. Edited by Leland, Thomas W. 
New York, 1945. 

This volume on contemporary account- 
ing, edited by Thomas W. Leland and 
published by the American Institute of 
Accountants is the work of a Committee 
on Refresher Course of the American fn- 
stitute of Accountants, under the chair- 
manship of Mr. Raymond E. North. 

The stated purpose of this volume is to 
meet a professional obligation to public 
accountants who have participated in the 
war. The book is described as ‘‘a refresher 
course for public accountants.” 

The material falls into five sections 
presenting descriptions of recent changes 
and new developments in accounting prin- 
ciples, auditing procedure, accounting sys- 
tems, federal taxation and government 
relations with business. Primary emphasis 
is placed on problems arising in the last 
five years. Each of these sections has been 
broken down and some contributors have 
dealt with specific subjects falling within 


these various sections. In all there are 
thirty-eight contributors. 

It appears that this collection will ful- 
fill a real need in College and University 
courses for those who wish to resume their 
academic work and will be useful to those 
who were active in accounting work but 
have been away from it during war years 
and have not been able to keep abreast of 
recent developments. 


Reviewed by Dr. EDwarD B. LOGAN 


Our Foreign Trade 
THE “TEN PER CENT.” FALLACY. 


_ By Amos E. Taylor. Published by the 


Committee on International Economic 
Policy, 405 West 117th Street, New 
York, N. Y. Ten cents per copy. 

This booklet, covering a most impor- 
tant consideration, is the tenth in a series 
of special pamphlets developed by the 
Advisory Committee on Economics of the 
Committee on International Economic 
Policy. They are published in cooperation 
with the Carnegie Endowment for Inter- 
national Peace. 

The particular pamphlet here reviewed 
is concerned with the oft-quoted statement 


AUTOMOBILES— 
AND OFFICE EQUIPMENT 


Just as you will attend the first peace-time Automobile Show 
to inspect the latest models, so you will want to avail yourself 
of the opportunity—the first in years—to see the newest in 
office appliances and systems. Therefore, mark on your calen- 


dar the dates of the 


OFFICE EQUIPMENT DISPLAY 


Held in conjunction with the 
26th Annual Conference of the 


NATIONAL OFFICE MANAGEMENT ASSOCIATION 


Domes 


THE HOTEL STEVENS EXHIBITION HALL 


June 3, 4, 5, 1946 
Noon to 10 P.M. 


Sponsored by 


NATIONAL OFFICE MANAGEMENT ASSOCIATION 
AND 
CHICAGO CHAPTER 





that since only ten per cent. of the total 
United States production is normally ex. 
ported, we need not be too much cop. 
cerned with foreign trade. Actually, that 
ten per cent. is an average and like most 
averages, a most deceptive one. For, in 
the words of this booklet, it obscures “the 
real meaning of United States export and 
import trade as a factor in the mainte. 
nance of world peace” and, in addition 
it beclouds the fact that some of this 
country’s agricultural products, such as 
cotton and tobacco, are normally marketed 
abroad to the extent of forty or fifty 
per cent. of their total production. In the 
so-called heavy industries, we are becom. 
ing increasingly dependent upon foreign 
markets, it is pointed out, as technological 
a ae expand to capacity poten- 
tials. 

The author of this pamphlet concludes 
that since our contribution to the total 
flow of world trade exceeds that of every 
other country excepting the United King. 
dom, that contribution is essential to 
world prosperity and that the United 
States cannot long continue prosperous, 
in a world of restricted commerce, low 
standards of living, economic distress and 
social upheaval. 

The record of the Twenties and the 
subsequent Thirties would appear to prove 
that contention. 

Reviewed by PAUL HAASE 


TOMORROW'S TRADE. By Stuart Chase. 
Published by the Twentieth Century Fund, 
New York. 156 pages. $1.00. 

Fifth in the series of popular size books, by 
Stuart Chase, on postwar considerations for 
America, is this typically brief and lucid and 
constructive discussion by the noted author, 
entitled “Tomorrow's Trade.” In the light of 
the discussions regarding postwar international 
cooperation, and specific proposals such as the 
British loan, this is a most pertinent addition 
to the book-shelf of current economics. 


‘Aid to Veterans 


VETERAN LAW MANUAL—Second Edition. 
Published by Commerce Clearing House, Inc. 
$2.00. 

This guide on service men’s rights and bene- 
fits is designed to meet the extraordinary de- 
mands for specific information as to the rights 
and benefits of veterans of World War II and 
their dependents. The book includes a com- 
plete guide to the entire field of veteran law 
entitled “Rights and Benefits, a reproduction 
of the full texts of important federal statutes 
as amended, and the complete text of veterans 
guaranteed loan regulations. It is a compre 
hensive guide that deserves a place on the ready 
reference shelf. 


HELPING DISABLED VETERANS. Pub 
lished by The American National Red Cross, 
Washington, D. C. 72 pages. 
Because the disabled veteran in our midst 

requires individuals who understand something 

of his recent experiences and the limitations 
caused by his disability, the American National 

Red Cross has published this concise 72-page 

pamphlet. It deserves reading on the part of 

anyone who has come in contact with the prob- 
lem. The authoritative information 

the reliable nature of the text of the pamphlet. 
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New accounts receivable plan completely eliminates ledger post- 


ing, integrates credit and collection control, cuts operating costs. 


The Controller, May, 1946 











ANY accounts receivable 
operation can build 


more profits with 


FACT-POWER 











ere make profits. But profits 
from sales materialize only when 
the money is collected. 

By adding “Fact-Power” to the 
traditional function of bookkeeping, 
Remington Rand record-control 
equipment and methods provide simn- 
pler, more effective A less costly 
means of granting credit and main- 
tainin oul collecting accounts. 

With these modern systems most 
businesses can save the cost of equip- 


ment and labor involved in duplicated. 





Film-a-recording of sales slips and statements results in increased 
collection efficiency, saves valuable filing space for retail stores. 


records and overlapping activities. 
Your economy may even go as far as 
eliminating entirely the labor of “post- 
ing” in the old sense! 

This is a good time to start saving 
money in your accounts receivable 
department. A survey may uncover 
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“Date-stamp” Installment Accounting with Graph-A-Matic collec- 
tion control. Visible “Fact-Power” speeds up reference and posting. 





* 
Safe-Ledger Trays provide convenient fire protection for all types 
of ledger records at the point of use and save valuable vault space. 


large and unsuspected economies. 

Falk the matter over with a Systems 
Technician—a man whose experience 
qualifies him to discuss your needs 
and make recommendations that will 
pay you through the years. Call our 
nearest Branch Office—or write to us. 


we 
SYSTEMS DIVISION 315 Fourth Avenue 
New York 10, N. Y. 





vr eee 





Modern filing systems speed reference to the “Fact-Power” in credit 
files, collection correspondence and paid invoices. 








POSITIONS OPEN 











General Accountant 


Wanted by successful New England metals 
goods manufacturer, operating several plants 
and subsidiaries, general accountant with ex- 
perience in standard costs, federal and state 
taxes, S.E.C. reports; capable of fulfilling 
normal controller functions. Must be able 
to organize department and handle subordi- 
nates. Excellent opportunity for advance- 
ment after training period. Prefer man be- 
tween ages 36 and 41. Give complete per- 
sonal information and history of education 
and experience. All replies will be held in 
strict confidence. State approximate salary 
required. Address. reply to: Box 593, “The 
Controller,’ One East Forty-second Street, 
New York 17, N. Y. 


The Controller, May, 1946 


Comptroller 


Comptroller desired with substantial back- 
ground of industrial accounting experience. 
Aggressive, able to sell his ideas to other 
executives. Position is with a fast growing 
corporation in New York State doing a large 
business. Address: Box 594, “The Control- 
ler,” One East Forty-second Street, New 
Work, 17; IN: ¥: 





OBITUARY 











R. H. Blakemore 


Mr. R. H. Blakemore, comptroller of Penn 
Electric Switch Company, Goshen, Indiana, 
died on March 18, following an automobile 
accident. Mr. Blakemore was elected to mem- 
bership in The Controllers Institute in Au- 
gust, 1943. 


“Plain Talk 


about 


Profit-Sharing 


and Pensions’ 


9 


This unusual booklet 


will be sent to business 


executives on request 


Pension Trust Division 


CHEMICAL 
BANK 
TRUST COMPANY 


Founded 1824 


Main Office 
165 Broadway 
New York 15, N. Y. 












































Immigrants Increase Jobs 


Many classes of immigrants not only do not 

take jobs away from Americans but increase job 
opportunities, declares Dr. Maurice R. Davie 
Chairman of the Yale Department of Socioloo, 
and Director of the Study of Recent Immigra- 
tion from Europe, in the Public Affairs Pam. 
phlet, “What Shall We Do About Immigra. 
tion?” 
_ Among the groups that unquestionably aid 
in providing jobs, Dr. Davie lists those immi. 
grants who bring capital and business experi. 
ence with them, those who become employers 
of labor, those who possess special skills or 
abilities that America may need, or those who 
are willing to take jobs for which enough native 
applicants cannot be found. 

Moreover, a large number of immigrants are 
not wage earners and hence are not competitors, 
Among these are people too old to work, 
women who remain housewives, and young 
children. 

“The theory that immigrants take jobs away 
from Americans is disproved,” the pamphlet 
adds, “by the whole history of the United 
States. We have always had immigration; yet 
wages have been comparatively high and work. 
ing conditions good. In fact, the expansion of 
American industry has been largely due to im. 
migrant labor, and immigration has been an 
economic asset to this country. In particular, 
we have profited by the skill and experience of 
the immigrants without having had to bear the 
cost of rearing, educating, and training them, 
since most of them have come as mature indi- 
viduals and full-fledged workers.” 

Although opinion in America appears to 
favor limiting the number of immigrants, Dr. 
Davie finds that there is a widespread feeling 
against any “closed door’’ policy and that the 
demand for a more liberal immigration policy 
takes the form of proposals to relax, not re- 
move, our restrictive legislation. 

Some of the proposals mentioned in the 
pamphlet for liberalizing, without funda 
mentally changing, our present immigration 
policy are: 

—to permit the unused quota of any year to 
be carried over to later years. 

—to permit a mortgaging of the quota for 
several years in advance in order to allow an 
immediate increase in the number of immi- 
grants during a crisis period. 

—to base quotas not only on the country of 
origin but also on the occupation and skill of 
the immigrant. 

—to grant preference to persons under a 
given age or in certain occupations, or in cases 
where exclusion would result in special hard- 
ship. 

Under any of these proposals the over-all 
numbers of quota immigrants admitted would 
not exceed the totals now allowed, although 
the national-origins basis of our present quota 
system might be modified. 

Dr. Davie, in viewing a continued pressure 
for migration, raises the question of whether 
nations with large unexploited areas are justl- 
fied in excluding less fortunate people. “These 
and other broad problems of immigration cat 
be solved,” he says, “only through international 
cooperation. But in dealing with them the 
United States must take a leading part.” 

Will we follow the same trend of restricting 
immigration as we did after World War I? 
Can the United States justly urge other nations 
of the world to accept refugees unless it accepts 
a share of the burden itself? After raising these 
questions, the pamphlet concludes that _ It 
would be strange indeed, especially at this time 
when the lives and liberties of millions through 
out the world are endangered, if we, with out 
proud tradition as a refuge for the oppressed, 
should refuse to bear our share of @ great 
human problem by closing our gates.” a 

“What Shall We Do About Immigranon: 
by Dr. Maurice R. Davie is Pamphlet No. 115 
in the series of popular pamphlets. 
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Underwood first scooped the field 
fifty years ago . . . by revolution- 
izing typewriter construction with 
the first front-stroke visible writing 


machine. 


This epoch-making achievement 
was so far ahead of any typewriter 
on the market, that other manufac- 
turers simply had to scrap their 
designs . . . and follow Underwood’s 


lead. 


Since then...its milestones studded 
with many brilliant mechanical 
firsts . . . Underwood has consist- 


ently remained “Typewriter Leader 
of the World.” 


The Controller, May, 1946 


Underwood Typewriter Leader of the World 


UNDERWOOD CORPORATION, One Park Avenue, New York 16, New York 


Copyright 1946, Underwood Corporation 





















Personal Notes About Controllers 











Mr. Norman R. Olley, secretary and chief 
accountant of the R. T. French Company, 
Rochester, New York, sailed on the “‘Queen 
Mary’’ on March 20 for an extended business 
trip of some three months duration in Europe. 
Mr. Olley is a national director of The Con- 
trollers Institute. 

Mr. Wilson K. Minor, manager’ of the Or- 
ganization and Methods Division, Comptrol- 
ler’s Department, Standard Oil Company of 
California, San Francisco, discussed the ‘‘Func- 
tions of the Corporate Controller” at the Sec- 
ond Annual Northern California Management 
Conference on Febfuary 14 in San Francisco. 
The San Francisco Control of The Controllers 
Institute, was one of the cooperating organiza- 
tions in the development of this meeting. 


Mr. E. J. Hockstad, formerly controller of 
the Minneapolis Honeywell Regulator Com- 
pany has joined the Esquire Company in Chi- 
cago. A member of The Institute since Decem- 
ber, 1939 and holder of certificate number 
1590, Mr. Hockstad previously served as con- 
troller of Fruehauf Trailer Company, Detroit. 


Mr. Sten G. Nyberg has joined the firm of 
Sears and Nyberg of Massachusetts. Formerly 
with the Kemper-Thomas Company as comp- 
troller and treasurer, Mr. Nyberg is holder of 
certificate number 3002, by virtue of election 
in June, 1944. 

Mr. Rudolph Epstein was recently promoted 
to the position of treasurer of Eureka at 
building Corporation, Newburgh, New York. 
A member of The Controllers Institue of 
America since December 1944, Mr. Epstein had 
previously served the corporation in the post of 
assistant treasurer. 

Mr. George R. Onody was recently appointed 
assistant to the president of Naumkeag Steam 
Cotton Company, Salem, Massachusetts. At the 
same time, the board of directors of the com- 
pany, in reappointing Mr. Onody controller 
of the company, established the position of con- 
troller as an officer of the company. Mr. Onody 
holds membership certificate 2502 in the Con- 
trollers Institute of America. 


Mr. Thomas J. Corbally was recently ele- 
vated to the post of vice-president and con- 
troller of Walter Scott and Company, Inc., 
Plainfield, New Jersey. A member of the 
Controllers Institute of America, Mr. Cor- 
bally previously held the post of controller. 


Mr. Edward F. Lyle, comptroller of City 
National Bank and Trust Company, Kansas 
City, Missouri, and a member of the Con- 
trollers Institute of America, is the author 
of an article on “Fundamental Rules in the 
Design of Forms,” which was published in 
the April issue of “National Auditgram.” 


Mr. James M. Reid has been appointed 
controller of the Penn Electric Switch Com- 
pany, Goshen, Indiana, succeeded Mr. Ralph 
H. Blakemore, who died on March 18, as the 
result of injuries sustained in an automobile 
accident. Mr. Blakemore was a member of 
the Controllers Institute of America. 


Mr. John McCusker, a member of the Con- 
trollers Institute of America, has accepted 
the position of controller of Plastic Film 
Corporation, Plainfield, Connecicut. Mr. Mc- 
Cusker had previously served as assistant con- 
troller of the Tubize Rayon Corporation, 
New York. 


Mr. Harry M. Iverson, formerly affiliated 
with the Carrier Corporation, Syracuse, as 
comptroller has taken a position with the 





American Water Works Company in New 
York. 

Mr. Kelly Y. Siddall, comptroller of the 
Procter and Gamble Company, Cincinnati, 
and vice-president of the Controllers Insti- 
tute of America, sailed for England on April 
24. Mr. Siddall is expected to return to the 
United States around May 18. 


Mr. C. H. Fish, who was released from 
military service on April 1, has returned to his 
post as secretary and controller of McIntire, 
Magee and Brown Company, Philadelphia. A 
member of The Institute since January, 1940, 
Mr. Fish, while in service was connected with 
the supervisor of shipbuilding with the United 
States Navy in New York. 


Mr. Walter L. Eggert, vice-president of the 
Controllers Institute of America, recently took 
over the duties of general manager of his firm, 
Moore Business Forms, Inc., Pacific Manifold- 
ing Book Division, Emeryville, California. 





Detroit Conference Report 
in June Issue 


Because the dates for the Eighth 
Midwestern Regional Conference 
of Controllers in Detroit, April 28- 
30, coincided with the closing dates 
for the May issue of THE Con- 
TROLLER, a report of the Detroit 
conference will be presented in 
June. For an account of the recent 
Eastern Regional Conference, held 
in New York on April 14-15, 
please refer to pages 267-268 of 
this issue. 











Mr. George J. Brett, controller of the Nj. 
agara Hudson Power Corporation, has also 
been named vice-president of the company, 
it was announced on April 16. At the same 
time, Messrs. Herbert S$. Howard and Pierre 
L. Touchette were elected assistant controllers 
of the corporation. 


Mr. George L. Todd, a member of the Con. 
trollers Institute of America, was recently 
elected vice-president of the Bullard Company, 
Bridgeport, Connecticut. Mr. Todd previ. 
ously held the position of comptroller of the 
firm. 

The ninety-ninth annual report of the Penn. 
sylvania Railroad Company, issued on its one 
hundredth anniversary, has taken the form of 
an illustrated book of 40 pages, which ¢on- 
tains in addition to the financial and statisti- 
cal information compiled at the close of the 
calendar year, 1945, many illustrations and 
tables. Elmer Hart, a member of the Con- 
trollers Institute of America, is controller. 

Mr. John F. Dunnigan has been elected vice- 
president and secretary of the H. O. Canfield 
Company, Bridgeport, Connecticut. A mem- 
ber of the Controllers Institute, Mr. Dunnigan 
previously served as treasurer of Universal 
Plastics Corporation, New Brunswick, New 
Jersey. 

Mr. L. S. Callaghan, holder of membership 
certificate 944 in the Controllers Institute, was 
recently promoted to the post of treasurer of 
the Todd Company, Rochester, New York. Mr. 
Callaghan will combine the position of treas- 
urer with that of comptroller of the company. 
He succeeds, as treasurer, Mr. George L. Todd, 
who formerly served as treasurer in connection 
with his duties as executive vice-president. Mr. 
Todd was elected president of the company 
on March 20. Mr. Callaghan also serves as a 
member of the company’s executive committee. 


Public Is Found Ignorant of the 
“Simple Economic Facts of Life” 


Privately owned utility companies must 
educate the public to the “facts” if they 
hope to prevent “further government en- 
croachments” into the free enterprise 
system, Claude Robinson, President of 
Opinion Research Corporation, New 
York, warned 450 delegates to a joint 
spring conference of the American Gas 
Association and the Edison Electric Insti- 
tute recently in Cincinnati. 

Dr. Robinson, whose organization con- 
ducts surveys of public opinion, said the 
general public did not understand the 
“simple economic facts of life.” These 
surveys, he said, showed the greatest 
single popular misconception with regard 
to business was over corporation profits. 

“The average man has a ‘profit com- 
plex’ and thinks that business is serving 
selfish ends without the milk of human 
kindness,’ Dr. Robinson continued. This 
misconception of the nature of profits, has 
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had social repercussions, he said, citing as 
result: (1) the rise of unions, (2) de- 
mands for a 30 per cent. wage increase, 
(3) government policies of attempting 
to stabilize prices while allowing wage 
increases, (4) fostering of the idea that 
workers should get more money for less 
work. 

Since utilities are a popular target of 
this misconception, Dr. Robinson added, 
people leaned to support of government 
power projects for supposedly lower rates. 

“They do not take into consideration 
the fact that while they might be paying 
lower rates for power, the difference 1s 
simply made up in higher taxes,” he de- 
clared. 

In conclusion, he counseled the account- 
ants: “It is your job .to communicate the 
facts to the public. Prove that you do a 
better job. Help them to understand ‘pro- 
fits.’ ”” 
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Now watch, gentlemen, as the color changes 


This one’s an old favorite. Now it’s 
red ink and now it’s black. 

Fact is, the difference between 
monthly red and monthly profit is 
sometimes simpler than it seems. 
Changes in the business forms, an 
outside look at an inside system, and 
economies mount on up dollar by 


dollar by dollar. 


Moore Business Forms, Inc., is 
called'on time and again to see 
how overhead can be pared, overtime 
eliminated, distractions swept from 
your path. 

Moore studies one form or many, 
suggests changes and combinations, 
and then supplies the forms. Results 
are written in black. 


AMERICAN SALES BOOK CO., INC., NIAGARA FALLS; ELMIRA, N. Y. 
PACIFIC MANIFOLDING BOOK CO., INC., EMERYVILLE; LOS ANGELES, CALIF. 
GILMAN FANFOLD CORP., NIAGARA FALLS, N. Y. 


COSBY-WIRTH MANIFOLD BOOK CO., MINNEAPOLIS, MINN. 
MOORE RESEARCH & SERVICE CO., INC., NIAGARA FALLS, N. Y. 
SOUTHERN BUSINESS SYSTEMS, INC., ORLANDO, FLA. 


MOORE BUSINESS FORMS, INC. (New Southern Div.), DALLAS, TEX.; ATLANTA, GA. 


Jo Canada— Moore Business Forms, Ltd., succeeding Burt Business Forms, Ltd., Toronte; 
Western Sales Book Co., Ltd., Winnipeg and Vancouver; 
National Sales Check Book Co., Ltd., Montreal 








No one’s office is too small, no 
corporation too great, to profit by 
Moore service. For information, get 
in touch with the nearest Moore di- 
vision, as listed below, or its local 
office. Moore stands ready to supply 
everything from a simple sales book 
to the most intricate multiple-copy 
form. 


MOORE BUSINESS FORMS, wc. 


ADV. BY H.W. AYER 
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CONTROL ACTIVITIES 





Social Security Issues Analyzed 
At District of Columbia Control 


At a recent monthly meeting of the District 
of Columbia Control of The Controllers In- 
stitute of America, Mr. Leonard J. Calhoun, 
former Assistant General Counsel of the Fed- 
eral Security Board, and Adviser to the House 
Ways and Means Committee considering pro- 
posed Social Security legislation, stated that 
the principal issues in Public Assistance, that 
is Federal State benefits or Federal State As- 
sistance for the needy aged, the needy blind, 
and the needy dependent children, are the is- 
sues of increased Federal participation in these 
programs and also Federal participation for 
needy people not coming within the above 
classes. These latter classes are taken care of 
in most States in what is called a general 
assistance program. 

The principal issues in Unemployment Com- 
pensation are: 


1. Whether the present State systems should 
be changed to a Federal system. 

2. Whether or not benefit standards should 
be required in case present State systems are 
retained. 

3. Whether the present Federal State finan- 
cial provision should be changed. 


The principal issues in Old Age and Sur- 
vivors Insurance are: 


1. Fixing appropriate payroll tax rates for 


supporting the system. 

2. The issue as to whether or not the financ- 
ing should be on a pay-as-you-go basis, a full 
reserve basis, or some modification. 

3. Whether retirement and survivor benefits 
should be liberalized. 

4. Whether or not 
should be undertaken. 

5. The extension of coverage to employments 
presently excluded. 


disability insurance 


The speaker indicated that while all of the 
issues were somewhat inter-related, the issue 
of extending coverage was perhaps the most im- 
portant issue confronting the Congress as it 
would very considerably effect feasible financ- 
ing provisions and could be expected more than 
any other one change to avoid most of the 
present complaints as to inadequacy and capri- 
ciousness in the operations of the present sys- 
tem. The principal employments now excluded 
are public employment—both Federal and 
State, agricultural labor, domestic services, and 
self-employment. Bills are pending before the 
Committee for covering these employments and 
for crediting the period of military service for 
old age and survivors purposes. 





Buffalo Control Establishes 
Placement Program 


A program for placement of unem- 
ployed controllers has recently been 
adopted by the Buffalo Control of The In- 
stitute. Mr. James Fawcett, controller, of 
Spring Perch Company, Lackawanna, New 
York, has agreed to handle the pooling 
of information in connection with the 
program, both as to controllers seeking 
new connections and as to corporations 
represented by members of the Control, 
who are requiring the. services of a con- 
troller. It is hoped that, after a period of 
activity, the plan may be extended to non- 
member controllers as well. 














Tri-Control Conference in 
Rochester, May 24 


The annual Tri-Control Conference, 
sponsored by the Buffalo, Rochester and 
Syracuse Controls of The Institute, 
will be held in Rochester this year on 
May 24, under the auspices of the 
Rochester Control. The committee plan- 
ning the conference is chairmanned by 
Mr. L. R. Moore, Defender Photo Sup- 
ply Company, Inc., Rochester. Serving 
with Mr. Moore are: Mr. W. C. Hussey, 
Levy Bros. & Adler Rochester, Inc.; 
Mr. N. R. Olley, The R. T. French Com- 
pany; and W. L. Jordan, Rochester 
Products Division—General Motors Cor- 
poration. 

Preliminary plans include a luncheon 
at the Sheraton Hotel, and a plant visi- 
tation at Bausch & Lomb Optical Com- 
pany, arranged through the courtesy of 
Mr. S. La Rose. Arrangements for 
golf are likewise being made, and a so- 
cial hour is scheduled from 6:00-7:00 
P.M. 

The conference dinner will hear an 
address by Dr. Mark Ellingston, edu- 
cator, who is currently serving as presi- 
dent of the Rochester Chamber of Com- 
merce. Members of the National Board 
of Directors, and officers of The Insti- 
tute, are expected to be in attendance on 
the occasion of the Tri-Control Con- 
ference. 











New York City Control Plans “Year-end” 
Program, May 28 


The annual “year-end fun party’ of the 
New York City Control of The Institute, fea- 
turing the announcement and induction of 
new officers and directors of the Control, will 
be held at the Hotel New Yorker on Tues- 
day, May 28. The occasion will also mark the 
close of the Control’s current year of activity 
which was high-lighted by the successful 
Twelfth Eastern Spring Conference sponsored 
by the Control in New York on April 14-15. 

Mr. William Widmayer, controller, Guar- 
anty Trust Company, New York, who has 
served as president of the Control, will pre- 
side on this occasion, for which the program 
is being developed by Messrs. Nelson T. 
Hampson of Lowe Paper Company, Ridgfield, 
New Jersey, and John D. Grayson, of Hazel- 
tine Electronics Corporation. 

A cordial invitation is being extended to 
all visiting controllers from out of town 
points who may be in New York, on the oc- 
casion of this meeting. 





LETTERS 











Approves Education Program 
of The Institute 


Mr. ARTHUR R. TUCKER, 
Managing Director, 
Controllers Institute of America 
Having attended the meeting on Education, 


Friday, March 1, and carefully read Bulletins 
No. 1 and 2, “The Place of the Controller's 


Office in the Business Organization,” pre. 
pared by Dr. Edward B. Logan, I am con 
vinced the Controllers Institute wil] assume 
a permanent place in the education of future 
controllers through the services rendered to 
the colleges offering business administratio 
courses. The response of the educators jn a 
tendance is assurance of this development 

The service rendered to Controllers Insti. 
tute members through the publication of these 
and subsequent bulletins will afford an Op- 
portunity for the analysis in the Controller's 
organization of their respective companies sup- 
plemented by improved industrial organiza. 
tion. Comparison of one’s individual Organi. 
zation, both staff and line organization with 
other companies is bound to result in improved 
procedures. 

While there will be difference of Opinion 
among controllers in the organization charting 
each controller must decide which is best 
adaptable for his particular requirements, 

If charting of the controller’s staff is aug- 
mented by a manual of procedures and duties 
in each line department, the smooth function. 
ing and operation of the controller’s division 
will be immeasurably enhanced and result i 
greater contribution to top management and 
administration. 

THomaS L. EvANs 
Weston Electrical Instrument Corp. 
Newark, New Jersey 


OPA, Please Note! 


Mr. PAuL Haase, 
Managing Editor, 
“The Controller’ 


It is with real joy, glee, exuberance, and 
astonishment that I read your little note on 
the bottom of column two, page 97 of the 
February, 1946, CONTROLLER. 

I have been losing sleep, counting sheep— 
the nice big woolly ones—and no telling what 
else, waiting for a free market for eye-brow 
brushes, and my joy is now unconfined know- 
ing I can get man-hole covers, though I think 
their popularity is somewhat on the wane. 

Now, if you want to make me really happy, 
along with 133,497,595 other citizens, more 
or less, announce that the entire OPA organi- 
zation tried to wade across the Atlantic, and 
has not since been heard from; also that they 
took their regulations and records with them. 
When you do that I shall try to remember to 
send you a nice three-sided Texas doodlebug! 

J. Harowp SMITH 
Houston, Texas 


The Controller and the 
Industrial Engineer 


Mr. ARTHUR R. TUCKER, 
Editor, 
“The Controller’ 


Referring to Mr. Thurston’s article, “Io- 
dustrial Engineering as an Aid to the Con- 
troller” (February, 1946, issue, “The Con- 
troller”) it seems to me that a modern con- 
troller should have a division of Industrial 
Engineering, and certainly an Industrial Engi- 
neer should not have a division for the con- 
troller. You may be interested in knowing that 
for several years past I have had office meth- 
ods and planning as a division of the con 
troller’s staff, and now I am setting up wot 
simplification, time, and motion study, labor 
standards, wage incentives, in an_ industrial 
engineering division of the controller's office. 
I think, by all means, any form of organiza 
tion, whether it be for a company or for a 
contriler, should not be drawn upon the 
basis of any personalities. 

RussELL M. RIGGINS 
Parke, Davis and Company 
Detroit, Michigan 
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DIRECTORS 


EDWIN M. ALLEN 
Chairman, Mathieson 
Alkali Works, Inc. 

EDWIN J. BEINECKE 
Chairman, The Sperry & 
Hutchinson Co. 

EDGAR S. BLOOM 


President, Atlantic, Gulf and 
West Indies Steamship Lines 


ALVIN G. BRUSH 
Chairman, American Home 
Products Corporation 


LOU R. CRANDALL 
President, George A. 
Fuller Company 

CHARLES A. DANA 
President, Spicer 
Manufacturing Corp. 

HORACE C. FLANIGAN 
Vice-President 


JOHN M. FRANKLIN 
President, United States 
Lines Company 

CHARLES FROEB 
Chairman, Lincoln 
Savings Bank 

PAOLINO GERLI 
President, 

La France Industries, Ine. 

HARVEY D. GIBSON 
President 


JOHN L. JOHNSTON 
President, Lambert Company 


OSWALD L. JOHNSTON 
Simpson Thacher & 
Bartlett 

CHARLES L. JONES 
The Charles L. Jones Company 


SAMUEL McROBERTS 
New York City 


JOHN T. MADDEN 
President, Emigrant 
Industrial Savings Bank 

JOHN P. MAGUIRE 
President, John P. 
Maguire & Co., Inc. 

Cc, R. PALMER 
President, Cluett 
Peabody & Co., Inc. 

GEORGE J. PATTERSON 
President, Scranton & 
Lehigh Coal Co. 

HAROLD C. RICHARD 
New York City 


HAROLD V. SMITH 
President, Home 
Insurance Co. 

ERNEST STAUFFEN 
Chai: » Trust Ce 


GUY W. VAUGHAN 
President, Curtiss-Wright 
Corporation 

HENRY C. VON ELM 
Vice-Chairman of the Board 


ALBERT N. WILLIAMS 
Chairman, Western Union 
Telegraph Company 





MANUFACTURERS 
TRUST COMPANY 





Condensed Statement of Condition as at close of business 


March 31, 1946 








RESOURCES 


Cash and Due from Banks . $ 366,135,931.04 








U. S. Government Securities 1,417,231,943.04 
U. S. Government Insured F. H. A. 

Mortgages . . pe wl og 4,117,598.72 
State and Municipal Bends Sh a: Sie 29,229,124.12 
Stock of Federal Reserve Bank . . 2,475,000.00 
Other Securities . . : 22,137,946.81 
Loans, Bills Purchased ner tiie rs” 

Acceptances . . ‘ 527,435,424.21 | 
| AS ee ere 7,743,719.52 
Banking Houses . . =e 11,381,530.67 
Other Real Estate Equities oh ea 324,003.73 
Customers’ Liability for Acceptances. 6,840,417.05 
Accrued Interest and Other Resources 6,380,908.53 

$2,401,433,547.44 
LIABILITIES 
Capital . . . ~ $41,250,000.00 
Surplus. . . . 41,250,000.00 
Undivided Profits . 31,893,451.33 $ 114,393,451.33 
Reserve for Contingencies ee: 9,623,899.91 
Reserves for Taxes, 

Unearned Discount, Interest, etc. . 7,935,840.10 
Dividend Payable April 1,1946 . . 1,237,498.20 
Outstanding Acceptances . . . . 7,946,118.50 
Liability as Endorser on Acceptances 

and Foreign Bills . . .. . 673,517.90 


Deposits Hee ee ee 8 hae eee 





$2,401,433,547.44 


United States Government securities carried at $456,840,260.93 are ledged to 
secure U. S. Government War Loan Deposits of $427,751,906.02 and other public 
funds and trust deposits, and for other purposes as required or permitted by law. 


Principal Office: 55 Broad Street, New York City 


69 BANKING OFFICES IN GREATER NEW YORK 


European Representative Office: 1, Cornhill, London, E. C. 3 


Member Federal Reserve System 
Member New York Clearing House Association 
Member Federal Deposit Insurance Corporation 
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World Trend to Nationalization of 
Banks a Prelude to Socialism 


Declaring that nationalization of banks 
is an early phase of state socialism, ‘“The 
Index,” published quarterly by the New 
York Trust Company, points out that 
“throughout the world banks are being 
nationalized. In England, Russia, France, 
Canada, Australia, and many other coun- 
tries, the governments have acquired the 
central banking systems. In Russia .and 
Czechoslovakia, all banks have been na- 
tionalized, while in France and New Zea- 
land some of the large commercial banks, 
as well as the central banks, are being 
brought under government ownership 
and operation. 

“Bank nationalization is only the initial 





step toward the acquisition of other con- 
trols by governments,” it is emphasized. 
“The first of these controls sought is that 
of the instruments of production, the con- 
trol of the inherent collateral industries. 
For instance, in England, transportation, 
power, mining and other basic industries 
and services are to be socialized. In Russia, 
of course, not only the basic industries but 
even the agricultural production facilities 
were confiscated by the Government. The 
ultimate objective of nationalization is 
political control. Once this has been ob- 
tained, the power of the government may 
be exercised without restraint, either 
through a dictator or a political oligarchy. 
Thus, the nationalization of banks is a 
serious threat to free men and free insti- 
tutions, 

“The two chief claims to economic ben- 
efits of bank nationalization are that it 
gives to the government control over the 
allocatidn of capital, both as to its em- 
ployment and as to individual firms, and 
that it transfers the control and creation 
of credit from privately owned banks to 
the government. It is contended that these 
factors affect directly the level of produc- 
tion and employment and therefore the 
government should control banking. 

‘Mere availability of money, credit and 
capital, however, by no means assures ei- 
ther production or employment, which are 
influenced by non-monetary as well as 
monetary factors. Spending and invest- 
ment policies of businessmen and the gen- 
eral public also bear directly upon the vol- 
ume of production and employment. An 
illustration of the effects of these factors 
is furnished by the experience during the 
1930's in this country. The money supply 
in this period was larger than ever before 
in the history of the United States, while 
satisfactory borrowers could obtain ample 
funds at low interest rates, yet the volume 
of production and employment remained 
below the level of the 1920's. This exper- 
ience indicates why further controls are 
sought, and why nationalization programs 
may result in a condition under which the 
government decrees the job at which each 
man must work and the amount he shall 
be paid. 

“Nationalization of commercial banks 
would remove the element of competition 
which is of distinct advantage to the pub- 
lic since the banks are now competing 
keenly for deposits and loans. Moreover, 
it would tend to put the borrower com- 
pletely in the hands of financial bureau- 
crats and would transform the banking 
system into a gigantic government mon- 
opoly open to manipulation for political 
expediency and subject to political control. 
Under such arrangement, it would be pos- 








































































sible for the government to siphon off the 
resources of some areas for the benefit of 
others. 


STRENGTH OF OUR SYSTEM 


With independence being taken away 
from central banks all over the world, it 
is indeed a tribute to the banking system 
of the United States that efforts to bring 
the Federal Reserve System under public 
ownership have made little headway. One 
principal reason undoubtedly is that the 
system has operated so successfully in f. 
nancing the Government during two great 
wars and a world-wide depression. Fur. 
ther, our present banking system, with its 
thousands of individual institutions, i 
peculiarly well adapted to our industrial 
and agricultural economy. . 

“An indication of how well the bank- 
ing system serves the economy is given by 
figures compiled in an analysis of loan 
transactions by the American Bankers As- 
sociation. The analysis shows that in the 
period from January 1, 1939 through 
June 30, 1940, the latest period prior to 
the war for which figures are available, 
the 4,219 banks reporting in the survey 
loaned $52.5 billion to 30 million bor- 
rowers. Outstanding loans by commercial 
banks on June 30, 1940, totaled $22 bil- 
lion as compared with outstanding loans 
by all government credit agencies on the 
same date of $8 billion. As a matter of 
fact, American banks have not only de- 
— with small business but in de- 
pendance upon small business. Similarly, 
business has developed with the banks. 

“Moreover, this country’s system of 
banking is being adapted constantly to 
changing conditions. When it became ap- 
parent recently that a gap existed between 
the large loans made by investment bank- 
ers and the small loans by commercial 
bankers, credit pools were instituted to fill 
that gap. 

“It is worth remembering that in the 
conflict just ended, when production be- 
came a matter of national life and death, 
our free enterprise system not only pro- 
duced enough to fill its own needs but 
to supply a part of the needs of the coun- 
tries that are now exponents of com- 
munism and state socialism—needs they 
could not fill themselves. Our production 
structure which made this possible was 
built up under free enterprise, of which 
banks are an important part. Independent 
banks are essential to the free enterprise 
system and the public has a very real stake 
in their preservation.” 


* * * 


Recently Jackson County (Kansas City), 
Mo., had a monkey on its payroll. It was 
not due to the manpower shortage—it was 
spring cleaning! Peter, the monkey, assisted 
a crew of eight men clean air ducts in 
county courthouse. The project cost $22.50 
per hour for the eight men and Peter, But 
Peter’s pay was peanuts! 
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Impartial Suggestions 
on Profit Sharing 
and Pension ‘Trusts 


Thirty years’ successful experience aiding 
corporations in the formulation and admin- 
istration of employees’ retirement plans. 
Our views on costs, funding, and adminis- 


trative details may be helpful. 
Consultation without Obligation 


TRUST DEPARTMENT 


Harris Trust and Savings Bank 


Organized as N. W. Harris & Co. 1882 + Incorporated 1907 
115 West Monroe Street, Chicago 


Telephone State 8200 


Member Federal Deposit Insurance Corporation 


Booklets “Simplifying Employee Benefit Plans” and “Pension and Profit-Sharing 
Trusts” will be sent on request. 
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INSTITUTE ACTIVITIES 





TRUSTEES OF CONTROLLERSIP 
FOUNDATION REELECTED 


The fifteen Trustees of the Control- 
lership Foundation, who served that 
body during the first year of its exist- 
ence, will continue to serve during the 
Foundation’s second year, by action of 
the Board of Directors of the Control- 
lers Institute of America, which desig- 
nates The Institute’s representatives on 
the Foundation’s Board of Trustees. 
This action was taken by The Institute’s 
Board of Directors on March 29, 1946. 

The terms of the fifteen Trustees had 
been determined by lot, by creation of 
three classes of five, to serve for one, 
two, and three years, respectively. Un- 
der that arrangement, the terms of five 
Trustees expired on March 30: Messrs. 
J. C. Anderson, Standard Oil Company 
(New Jersey); H. P. Buetow, Minne- 
sota Mining & Manufacturing Com- 
pany; T. W. Dinlocker, SKF Industries, 
Inc.; Oscar N. Lindahl, Carnegie-Illi- 
nois Steel Corporation; and Paul J. 
Urquhart, Aluminum Company of 
America. 

The Board of Directors of The In- 
stitute reelected these Trustees, for 
terms of three years. 

The others on the Board of Trustees 
of the Foundation, who continue to 
serve for one-year and two-year terms 
are: 

One Year 
John C. Naylor, Pet Milk Company 
Stanley W. Duhig, Shell Union Oil Company 
Lloyd D. McDonald, Warner & Swasey Com- 
pany 
John A. Donaldson, Butler Brothers 
C. J. Van Niel, Eastman Kodak Company 
Two Years 
E. W. Burbott, A. B. Dick Company 
Verl L. Elliott, Atlantic Refining Company 
Daniel J. Hennessy, Long Island Lighting 

Company 
Frank L. King, California Bank 
Ross G. Walker, Harvard Graduate School of 

Business Administration 

The Trustees of the Foundation held 
their first annual meeting on March 30, 
1946, and approved a report to be pre- 
sented to the Board of Directors of The 
Institute. 

At this meeting the officers who served 
the Foundation during its first year were 
reelected, as follows: 

President, Daniel J. Hennessy, Long 
Island Lighting Company; vice pres- 
ident, Stanley W. Duhig, Shell Union 
Oil Company; treasurer, Cecil W. Bor- 
ton, Irving Trust Company; secretary, 
Arthur R. Tucker. 

Selection was made of the subject 
which is to be covered in the Founda- 
tion’s first study. Announcement of the 
subect will be made shortly. 





ments, and prognostications. 


as well. 





PREPARATIONS FOR FIFTEENTH ANNIVERSARY OBSERVANCE 


As a part of the observance of the fifteenth anniversary of the founding of . 
The Controllers Institute of America, it is planned to publish a special booklet, 
or a special number of “The Controller,” containing historical material, com- 


Members are invited to contribute, in the form of letters or articles, material 
suitable for inclusion in the special publication, relating their experiences, im- 
pressions, and hopes for the future of The Institute. This invitation is extended, 
not only to the members of long standing, but to members of more recent date 


Suggestions as to material to be included in this special publication will be 
welcomed. Preparation of this special publication will begin at once. 

One session of the Fifteenth Annual Meeting, to begin on September 15 at 
Hotel Commodore, New York City, will be devoted to observance of the anniver- 
sary, under direction of a committee, of which Mr. E. B. Nutt is chairman. 








PLANNING COMMITTEE 
APPOINTED 


President E. E. McConnell, of the 
Controllers Institute of America, has 
appointed a Planning Committee, with 
Mr. E. W. Burbott of A. B. Dick Com- 
pany as chairman. 

The Committee is composed of the 
former Presidents of The Institute, as 
follows: 


Frank J. Carr, Mallinckrodt Chemical Works, 
St. Louis 

Daniel J. Hennessy, Long Island Lighting Co., 
Mineola, New York 

J. Calvin Shumberger, Call-Chronicle Publish- 
ing Company, Allentown, Pennsylvania 

Rodney S. Durkee, Lane-Wells Company, Los 
Angeles 

Paul J. Urquhart; Aluminum Company of 
America, Pittsburgh 

Henry C. Perry, The Heywood-Wakefield 
Company, Gardner, Massachusetts 

Roscoe Seybold, Westinghouse Electric & Man- 
ufacturing Company, Pittsburgh 

Oscar N. Lindahl, Carnegie-Illinois Steel Corp. 
Pittsburgh 

Verl L. Elliott, Atlantic Refining Company, 
Philadelphia 

John A. Donaldson, Butler Brothers, Chicago 

T. C. McCobb (Retired), Standard Oil Com- 
pany (New Jersey), New York City 

John C. Naylor, Pet Milk Company, St. Louis 


ACTIONS TAKEN BY INSTITUTE’S 
BOARD OF DIRECTORS 


MEETING OF MARCH 29, 1946 


Appropriated $500 toward expenses of Pa- 
cific Coast Conference on June 8 and 9. 
Elected fourteen applicants to membership. 
The names appear elsewhere in this issue. 
Reelected five men whose terms as Trustees 
of the Controllership Foundation were expir- 
ing, to serve terms of three years each. The 
names appear elsewhere in this issue. 
Received an announcement from President 
E. E. McConnell that he is appointing a Plan- 
ning Committee to consist de past presi- 
dents of The Institute, with E. W. Burbott, 
immediate past president, as chairman. 
Received a report from L. M. Nichols, chair- 
man of the Survey Committee, that the Com- 
mittee would withdraw its tentative proposal 
for a survey to be made by an outside agency, 


of the work and future of The Institute, and 
would submit a new plan at the next meeting 
of the Board. 

Authorized President McConnell to respond 
to a letter received from a public accountant 
on the question whether the giving of advice 
by accountants on tax matters constitutes prac- 
ticing law. 


MEETING OF APRIL 14, 1946 


Elected seventeen applicants for membership. 
Their names appear elsewhere. 

Received a report from the Managing Di- 
rector concerning a bulletin released to mem- 
bers on April 12 as to what companies are 
doing about setting up federal taxes in their 
quarterly reports in a situation’ in which the 
results for the quarter indicate that a tax carty- 
back credit will be available. 

Received a report from Stanley W. Duhig, 
vice-president of the Controllership Founda- 
tion, of the activities of the Foundation during 
its first year. Its officers were all reelected. 

Received a report from President McConnell 
of the work of the Advisory Committee on 
Government Questionnaires. The Federal Bu- 
reau of the Budget has asked that the Commit- 
tee effect a permanent organization. Mr. Mc- 
Connell has been appointed chairman of a sub- 
committee to make recommendations concern- 
ing its reorganization. Possible abolition of 
Forms A and B is a subject to which the Com- 
mittee is directing its attention. 

Received a progress report from Chairman 
H. C. Perry, of the Committee on Education, 
and was given a vote of confidence. 

Received a report from Chairman E. A. 
Berry, of the Committee on Eligibility Stand- 
ards, outlining a plan to obtain from Controls 
and other sources information and suggestions 
with respect to the membership eligibility 
rules and their application. 

Authorized the Committee on Social Secu- 
rity to reproduce and maii, to the members 4 
memorandum prepared by the Indiana State 
Chamber of Commerce, on Social Security 1s- 
sues. 

Received from Chairman L. M. Nichols 4 
report suggesting a survey of Institute activi 
ties and program to be made by his Committee, 
with the cooperation of the Controls. 

Deferred action on two requests from Con- 
trols for additional funds, pending receipt of 
a report by the Survey Committee. 

Decided not to poll members on the qués- 
tion of extension of the Office of Price Admin- 
istration, and not to make representations t0 
Congress on that subject. 
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REPORTS OF MANAGING 
DIRECTOR 


The report that follows, dated March 
27, 1946, was presented to the Board of 
Directors by the Managing Director at a 
meeting held on March 29, 1946. 


ard of Directors: : 
ae asin since February 15, the date of 
the previous meeting of the Board, has been 
marked by activity in many matters with which 
The Institute is concerned; also by wide dis- 
cussion internally of the proposals made by a 
special Planning Committee with respect to a 
survey of The Institute’s program and activi- 
ties, which involves the subject of financing of 
Controls. These proposals are scheduled for 
discussion at the meeting of the Board sched- 
uled for March 29. 

CONTROLLERSHIP FOUNDATION 

The Annual Meeting of the Controllership 
Foundation having been scheduled for March 
30, the responsibility devolves upon the Board 
of Directors of designating its representatives 
on the Board of Trustees of the Foundation. 
An election of the Trustees is scheduled to 
take place at the meeting of the Board on 
March 29. 

ADMISSIONS COMMITTEE 

The Admissions Committee has approved a 
list of fourteen applicants for membership, 
who will be passed upon by the Board at its 
coming meeting. . 

SPRING CONFERENCES 

The four Controls on the Pacific Coast have 
agreed to conduct a Pacific Coast Conference 
in San Francisco on June 8 and 9. 

The programs of the Eastern Spring Confer- 
ence, the Midwestern Spring Conference, and 
the Tri-Control Conference in Rochester on 
May 24, have been formulated. bares | include 
outstanding speakers on current subjects of 
great interest to controllers. 


TENTH ANNIVERSARIES 


The Cincinnati Control is to observe the 
tenth anniversary of its formation at a special 
meeting on April 12, which will be attended 
by several national officers of The Institute. 

The tenth anniversary of the formation of 
the Detroit Control falls on April 30, the last 
day of the Midwestern Conference of Con- 
trollers. Details of the observance of this 
anniversary by the Detroit Control are to be 
announced. 

The Los Angeles Control will observe the 
tenth anniversary of its formation with a spe- 
cial program on May 16. (Later changed to 
May 17.) 


MUTUAL PROBLEMS WITH AMERICAN 
INSTITUTE OF ACCOUNTANTS 


A dozen or more members of The Institute 
submitted written comments on an article 
which appeared in “The Journal of Account- 
ancy” on “Accounting for Fully Amortized 
Emergency Facilities Having Substantial Con- 
tinuing Usefulness.” This article was the sub- 
stance of a mimeograph prepared by the Di- 
rector of Research of the American Institute of 
Accountants, Mr. Carman G. Blough. By ar- 
fangement with Mr. John L. Carey, Secretary 
of the American Institute of Accountants, the 
comments which were submitted to the Con- 
trollers Institute were put in the form of an 
article, which will appear in the April issue 
of “The Controller.” 


COMMITTEE ON EDUCATION 

A meeting of this committee has been called 
to be held Saturday, April 13, in New York 
City for the purpose of developing a compre- 
hensive report concerning the educational pro- 
gtam of The Institute. This report will cover 
the preliminary phases, the present activities, 
and the future plans of the committee. 

Twenty-four of The Institute’s thirty-six 
Controls have had specia! meetings devoted to 
discussions of the pamphlet prepared by the 
Committee on Education, and one additional 
Control has announced a meeting to be held 
in April. 


COMMITTEE ON ELIGIBILITY STANDARDS 


This committee is making a review of 
eligibility standards of The Institute and of its 
present rules and regulations. It is planned to 
submit a memorandum to the membership 
committees of the Controls, to the National 
Committee on Admissions, to the Board of 
Directors, and to the Advisory Council, solicit- 
ing suggestions in order to bring out the 
troublesome features of the present regulations 
and their administration. 


COMMITTEE ON COOPERATION WITH THE 
OFFICE OF PRICE ADMINISTRATION 

Lists are being prepared by the national of- 
fice of controllers connected with companies 
which fall in the various categories of indus- 
tries which have committees cooperating with 
the OPA, with the thought that steps can be 
taken to add to these various committees one 
or more controllers of companies in their re- 
spective fields. 


COMMITTEE ON COOPERATION WITH 
SECURITIES AND EXCHANGE COMMISSION 


The committee has had under consideration 
correspondence addressed to the Securities and 
Exchange Commission by Wm. Herbert Carr, 
controller of the California Packing Corpora- 
tion, concerning proposed adoption of Rule 
X-13A—6B, and the proposed revision of 
Regulation S-X wherein it is proposed that 
Rule 5-03 be amended by adding a new cap- 
tion called “‘17—-War Losses, Costs, Expenses, 
and Income.” Copies of correspondence were 
submitted to the members of the committee, 
and as a result, chairman Riche H. Johnson of 
the committee addressed a reply to Mr. Wil- 
liam W. Werntz, Chief Accountant of the Se- 
curities and Exchange Commission, comment- 
ing on the proposals made by the Commission. 
The committee’s comments were forwarded un- 
der date of March 20. 


COMMITTEE ON SOCIAL SECURITY 


Chairman Thomas L. Evans has organized a 
session to be conducted in conjunction with 
the Eastern Spring Conference. 

He has called the attention of the members 
of his committee to what he describes as an 
excellent and comprehensive outline of the 
issues in the Social Security Program which 
has been prepared by Howard Friend, Research 
Director of the Indiana State Chamber of Com- 
merce. He also has directed attention to the 
publication ‘Issues in Social Security” in the 
form of a report prepared by the technical 
staff of the Ways and Means Committee of 
the House of Representatives. 

Various Controls have under consideration 
the holding of meetings to be especially de- 
voted to the study of Social Security problems. 
The Springfield Control will devote its meet- 
ing of May 21 to that study. 


MEETINGS OF CONTROLS 

All Controls have been conducting meetings 
on their regular schedules. The meeting on 
February 21 of the San Francisco Control was 
the largest regular meeting in the history of 
that Control, when Mr. L. L. Purkey pre- 
sented a paper on “Organization as it Affects 
Management.” The manuscript is in the 
hands of the national office for publication. 

A Committee on Membership Attendance of 
the Boston Control, with Mr. R. N. Wallis 
as chairman, presented a constructive report 
to the Control at its February meeting. It 
dealt with details of arrangements and of 
programs, and analyzed attendance at meet- 
ings of the Control. 


The report that follows, dated April 11, 
1946, was presented to the Board of Di- 
rectors by the Managing Director at a 
meeting held on April 14, 1946. 


To Board of Directors: 


In the fifteen days since the previous report, 
the national office has been assisting the New 
York City and Detroit Controls in preparing 
for the Eastern Spring Conference and the 
Midwestern Spring Conference, respectively ; 
has assisted committees in their work; has co- 
operated with Controls, and has aided the Con- 
trollership Foundation, which conducted its 
First Annual Meeting on March 30. 


MEMBERSHIP APPLICATIONS: 


Membership applications to April 11, 1946, 
from September 1, 1945, total 162, as com- 
pared with 243 in a similar period of the pre- 
vious fiscal year. The number of applications 
estimated for the current year to April 11, 
1946, is 157. 


PUBLIC ACCOUNTANTS PRACTICING LAW? 


President E. E.. McConnell directed a letter 
to Mr. P. F. Brundage in re the Bercu case, as 
authorized at the previous Board meeting. 
Copies have been distributed to members of 
the Board and Advisory Council. 


INQUIRY RE PROVISION FOR FEDERAL TAXES 
AND CARRY-BACKS IN FIRST QUARTER’S 
REPORTS: 

An inquiry was received, and the opinions 
of a group of twenty members were sought. 
They were reported in a bulletin to members 
on April 12, as a part of the routine set up 
by the Committee on Technical Information 
and Research. 


CONTROLLERSHIP FOUNDATION: 


The First Annual Meeting of the Controller- 
ship Foundation was held on March 30. The 
officers and trustees who served during the ini- 
tial year were reelected, and plans were made 
for the first study to be undertaken by the 
Foundation. 


COMMITTEE ON EDUCATION: 
A meeting has been called for April 13, at 
which a report to the Board of Directors will 
be developed. 


PLACEMENT BUREAUS: 


The Buffalo Control has established such a 
bureau, and has designated one of its mem- 
bers as secretary, through whom controllers de- 
siring new connections, and companies desiring 
to engage men, may be brought together. Such 
activities are conducted by other Controls on 
an informal basis. 
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MEETINGS OF CONTROLS 








WESTERN MICHIGAN 
Topic: EDUCATION 


The April 3 meeting of the Western Michi- 
gan Control was devoted to the educational 
program of The Controllers Institute. The 
meeting was held at the Peninsular Club. 


TWIN CITIES 
Topic: OFFICE OPERATIONS 


A round table discussion, ‘Method Clinic 
from the Standpoint of Factory and Office 
Clerical Operations,” was featured at the April 
2 meeting of the Twin Cities Control, which 
was held at the Minneapolis Athletic Club. 
Mr. S. L. Angle, treasurer of the Minneapolis 
Moline-Power Implement Company led the dis- 
cussion, and, in addition, answered questions 
which the members presented. Members also 
discussed plans for their annual June meeting. 


TOLEDO 
Topic: ANNUAL REPORTS 
Annual Reports and Revised Regulation on 
Wage and Salary Stabilization” was pre- 
sented by the Toledo Control as a round- 
table conference. The meeting was conducted 
at the Hotel Secor on April 11. 


euiaeoecu Topic: SOCIAL SECURITY 

Mr. Thomas L. Evans, treasurer of the J. 
N. Adam Company, Buffalo, and a member 
of the Buffalo Control, presented a talk on 
“Recent Developments in Social Security,” 
at the April 16 meeting of the Syracuse Con- 
trol, which was conducted at the Hotel On- 
ondaga. Mr. Evans is chairman of the Na- 
tional Social Security Committee of The 
Institute and a past president of the Philadel- 
phia Control. Mr. John A.. Williams, assist- 
ant controller of the Niagara Hudson Power 
Corporation, who is also a member of the 
National Social Security Committee, acted as 
chairman for the occasion. 


SPRINGFIELD 
Topic: INVENTORY CONTROL 


Mr. E. J. Gessner, controller of the Firth 
Sterling Steel Company, Pennsylvania, ad- 
dressed the members of the Springfield Con- 
trol on April 16, on “Inventory Control.” 
The meeting was held at the Sheraton Hotel. 
Mr. Gessner is the author of a number of 
articles on the subject of accounting and con- 
trollership, some of which have been fea- 
tured in the pages of “The Controller.” 








WAR CONTRACTORS 
Renegotiation & Terminations 


By Competent Business Consultants—Experi- 
enced in Renegotiation and Termination Pro- 
ceedings While in Government Service. 

FAIR, FAST AND FINAL SETTLEMENTS 


This Will Relieve You of All Burden of Prep- 
aration Necessary for Satisfactory Conclusion. 


H. M. VANDERVOORT 
ASSOCIATES 


Raymond Commerce Building, Newark 2, N. J. 
Phone Market 2-0656 
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ST. LOUIS 
Topic: PRIVATE ENTERPRISE 
‘Private Enterprise in our Postwar World” 
was the subject presented for discussion at 
the April 10 meeting of the St. Louis Con- 
trol, conducted at the Chase Hotel. The 
speaker for the occasion was Mr. Paul Hoff- 
man, president, The Studebaker Corporation. 


SAN FRANCISCO 
Topic: SEC RULES 
Mr. R. H. Denninger, chief of the Regis- 
tration Unit of the Securities and Exchange 
Commission, San Francisco, discussed ‘SEC 
Legislation and Newly Enacted Rules’ at the 
April 18 meeting of the San Francisco Con- 
trol, held at the St. Francis Hotel. Mr. Den- 
ninger was accompanied by Mr. David T. Gar- 
man, accountant for the Registration Unit. 


ROCHESTER 
Topic: PRODUCTION 
Mr. A. T. Waidelich, assistant director of 
research, The Austin Company, gave his pre- 
dictions on March 27 at the Sheraton Hotel, on 
“Modern Plants and Production Savings.” Mr. 
Waidelich has first hand knowledge of the 
subject and’ has had broad experience in the 
design and estimating of all types of industrial 
plants. Among the points he touched upon 
were air conditioning, radiant heat, modern 
lighting and other improvements. 


PITTSBURGH 
Topic: EXECUTIVES’ NIGHT 


The Pittsburgh Control designated the April 
22 meeting as “Executives Night,” each mem- 
ber being permitted to invite the ranking exec- 
utive of his company. As guest speaker, Mr. 
Albert N. Williams, vice chairman of The 
Westinghouse Air Brake Company, discussed 
“When Free Men Shall Stand.” The meeting 
was conducted at the Duquesne Club. 


PHILADELPHIA 


Topic: PROSPERITY 
Mr. Edwin B. George, Economist, Dun and 
Bradstreet, gave a talk on ‘Prosperity in Wait- 
ing’’ at the April 4 meeting of the Philadelphia 
Control, at the Warwick Hotel. Mr. George 
has had wide and varied experience in the 
economic field and in recent months served as 
economist to the Special Committee on Post 
War Economic Policy and the Planning Com- 
mittee of the House of Representatives, carry- 
ing on. research upon which is based parts of 
the reconversion and postwar legislative pro- 
gram. 


MILWAUKEE 
Topic: LABOR RELATIONS 
Mr. Frederick H. Prosser of the law firm of 
Shaw, Muskat and Paulsen, presented a dis- 
cussion on “‘Labor-Relations—Shop and Office’’ 
at the April 9 meeting of the Milwaukee Con- 
trol, conducted at the Plankinton Hotel. Mr. 
Prosser’s long experience in this field made 
him a qualified speaker on this timely subject. 


LOUISVILLE 
Topic: PERSONNEL 
With returning servicemen seeking new jobs, 
the Louisville Control featured a timely discus- 
sion on ‘Personnel Problems’ which was led 
by Mr. G. Stuart Bruder, Controller of the 
Mengel Company. The personnel director of a 
large industrial organization was at hand to 
present his views on this subject. The meet- 
ing was held at the Kentucky Hotel on March 
Bis 


‘attendance at this meeting, which was held 


LOS ANGELES 0 
Topic: MANAGEMENT 
The Los Angeles Control conducted an ip. 
formal discussion relative to the work done by 
J. Hugh Jackson, dean of Stanford University 
Graduate School of Business, in connection 
with the controller's, treasurer's and secretary's 
departments in business corporations. Dean 
Jackson, guest speaker for the occasion, js 
one of the foremost authors and authorities in 
the country on matters of accounting and corpo. 
ration finance. The meeting was held on 
April 18 in the Hotel Clark. 


KANSAS CITY Topic: JOB TRAINING 


In view of the increased interest of per. 
sonnel managers in proper job training pro- 
grams, especially concerning veterans, the 
Kansas City Control devoted its April 8 
meeting to a discussion of “On-The-Job 
Training for Returned Veterans,” 

The speaker was Mr. Carl F. Haynie, chief 
of the Education and Training Section, Vet- 
erans Administration, in Kansas City. A ques- 
tion and answer period followed his presenta- 
tion. The meeting was restricted to members 
and their associates. 


INDIANAPOLIS : 
Topic: PLASTICS 
The future possibilities of plastics was the 
subject discussed by Mr. F. J. Curtis, vice- 
president of the Monsanto Chemical Company 
of St. Louis, and one of the top technicians in 
charge of the planning program of the com- 
pany, at the March 27 meeting of the St. Louis 
Control. The meeting, which was held at the 
Lincoln Hotel, was especially interesting to the 
members in view of the importance that has 
been given to plastics, and the role it will play 
in the future. 


HARTFORD 
Topic: ENGINEERING COSTS 


A presentation by Mr. William J. Russell, 
vice president in charge of engineering, of 
Landers, Frary and Clark, on ‘Product Engi- 
neering and Development Costs,” was the 
highlight of the April 18 meeting of the 
Hartford Control, conducted at the Elm Tree 
Inn. Mr. Russell described in a graphic man- 
ner the development of a product from the 
original idea to a completed design, and the 
estimated cost of the development work. 


DISTRICT OF COLUMBIA 
Topic: CONTROLLERSHIP 
The April 23 meeting of the District of 
Columbia Control, was devoted to the program 
and work of The Institute’s National Commit- 
tee on Education, and featured Dr. E. B. Lo- 
gan, Education Research Director. The discus- 
sion was conducted in the nature of a round- 
table discussion with planned participation by 
various individuals. Representatives from dif- 
ferent universities from that area were also in 


at the Carlton Hotel. 


DETROI 
sa Topic: TAX PROBLEMS 

Recognized as an authority on corporation 
tax matters, Mr. Taylor H. Seeber, resident 
partner of Ernst & Ernst, presented a discus- 
sion on “Current Tax Problems” at the March 
26 dinner meeting of the Detroit Control, con- 
ducted at the Hotel Statler. Special emphasis 
was placed on the complications arising from 
application of the carry-back and carry- orward 
provisions of the tax law. 
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REY TOF TENTH ANNIVERSARY 

ton Control joined with the Cin- 
Bon Coteol in celebration of the latter’s 
tenth anniversary, on April 12, in the Nether- 
land Plaza Hotel. Mr. Edwin E. McConnell, 
The Institute’s national president, partici- 
pated in the program. 


a Topic: SOCIAL SECURITY 

a ure of Social Security” was dis- 
ty be Glenn Dunn, Executive Assist- 
ant to the Dallas Office of the Social Security 
Board, at the March 26 meeting of the Dallas 
Control, held at the Dallas Country Club. The 
presentation was followed by a general dis- 
cussion of the subject, including information 
received from Mr. T. L. Evans, the chairman of 
The Institute’s National Committee on Social 
Security, regarding House Bill 4437, which 
was passed on January 26 of this year. 


VELAND 

Topic: INCENTIVE PLANS 

Dr. Harry Arthur Hopf, senior member of 
H. A. Hopf and Company, Management En- 
gineers, and President of the Hopf Institute 
of Management, discussed “Management In- 
centive Plans” at the April 9 meeting of the 
Cleveland Control at the Cleveland Hotel. 
Recognized both in.this country and abroad, 
as a leader in the feld of management, Dr. 
Hopf was awarded the gold medal of the In- 
ternational Committee of Scientific Manage- 
ment, for fundamental contributions to the 
general body of management knowledge, 
1940, being the only American to receive 
this award. In addition, Rensselaer Institute 
of Troy, bestowed upon him its highest 
honor, the Honorary Degree of Doctor of 
Engineering. 


CHICAGO 
Topic: “UNDERSTANDING” 
At the April 23 meeting of the Chicago Con- 
trol, which was conducted at the Union League 
Club, Mr. Nathaniel Leverone, chairman of the 
Board, Automatic Canteen Company of Amer- 
ica, presented an address entitled ‘‘Understand- 
ing. 


CHATTANOOGA 
Topic: SOCIAL SECURITY 


“Trends in Administration of Social Security 
Laws” was the subject presented at the April 
2 meeting of the Chattanooga Control by Mr. 
Dewey G. Hixson, of Chattanooga Bakery, Inc. 
The meeting was held at the Read House. 


BRIDGEPORT 
Topic: COST STATEMENTS 


“Overhead Distribution and Presentation of 
Cost Statements’ was the presentation featured 
by the Bridgeport Control at the University 
Club, on April 3. The speaker for the occa- 
sion was Mr. E. J. Gessner, a member of The 
Institute, who is controller of Firth Sterling 
Steel Company, McKeesport, Pennsylvania. 


BOSTON 
Topic: HUMAN RELATIONS 


“Human Relations in Business” was the 
topic discussed at the April 9 meeting of the 
Boston Control by Professor Fritz J. Roeth- 
lisberger, at the Putnam and Thurston's res- 
taurant. Mr. Roethlisberger, who is a profes- 
sor of human relations at Harvard University, 
is the author of “Management and Morale’ 


and co-author of “Management and the 
Worker,” 
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Topic: INFLATION 


The effects on inflation in business as well 
as in daily affairs was discussed at the April 
4 meeting of the Birmingham Control, con- 
ducted at the Tutwiler Hotel. Dr. D. Phillip 
Beaudry, Jr., Associate Professor of Econom- 
ics, Birmingham-Southern College was the 
guest speaker for the evening. 


BIRMINGHAM 


BALTIMORE 
Topic: UNEMPLOYMENT 


The April 10 meeting of the Baltimore 
Control featured a talk by Mr. Stephen C. 
Cromwell, director of the Unemployment 
Compensation Division of the State of Mary- 
land, on “Unemployment Compensation and 
its Administration.” Mr. Cromwell is a quali- 
fied speaker on this subject, having been 
connected in this field for many years. 


Proposals for Stronger 
Congress Advanced 


Several omissions in the recent LaFollette- 
Monroney Committee’s proposals for Congres- 
sional reorganization are pointed out by Philip 
S. Broughton in “For a Stronger Congress,” 
Public Affairs Pamphlet No. 116 issued re- 
cently. 

Reduction of committees to 18 in the House 
and 16 in the Senate would mean 34 committee 
chairmen instead of 81. But, Mr. Broughton 
notes, the Committee could not get agreement 
for ending the selection of chairmen “‘by polit- 
ical age rather than by intelligent leadership.” 

“So long as chairmen do not represent a 
well-selected team, chosen to lead and direct a 
party program, there can be no unity and 
little party responsibility,’ Broughton declares. 
Fewer committees will simply mean a thicker 
layer of seniority-laden Congressmen from one- 
party districts at the top of the remaining com- 
mittees, he says. 

Two other issues rank with seniority as 
major omissions of the report of the Joint Com- 
mittee on the Organization of Congress. One 
is the failure to propose an end to the filibuster 
which, Mr. Broughton declares, ‘makes the 
august Senate look puny, ineffectual, and gib- 
bering to millions of voters. Its only purpose is 
to prevent a clear decision on the issues of the 
case.” 

The other is failure to recommend an end to 
the errand-running functions and get Congress 
down to the main business of policy making 
and policy control. Broughton proposes that 
Congress bar its members from interference in 
private cases pending before administrative 
bodies, just as it has barred them from inter- 
ference in civil service appointments. The La- 
Follette-Monroney Committee proposal to add 
an $8,000-a-year assistant ‘to handle non-legis- 
lative business’ will not decrease the Congress- 
man’s workload, but will merely add to the 
volume of petty administrative lobbying that 
flows through the Congressman’s office. 

Every proposal for the reform of Congress 
should be tested against the yardstick of Con- 
gress’ main job, Broughton says. That main job 
is to determine policy, to authorize adequate 
administrative organization, and to review and 
control the administration of policy. Every ac- 
tivity of Congress which does not help in ac- 
complishing those objectives should be dele- 
gated or ended. The job of policy making for 
the atomic age is too big to permit Congres- 
sional time to be wasted on anything else. 


YARDSTICK APPLIED 


The pamphlet applies this yardstick to the 
report of the Joint Congressional Committee 
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and the several reports which have recently 
been made by the National Planning Associa- 
tion, the American Political Science Associa- 
tion, Charles E. Beard, Thomas Finletter, and 
others. 

By that yardstick the recommendations of the 
Joint Committee are excellent as far as they go, 
Mr. Broughton says. “But,” he asks, ‘“‘Do they 
go far enough? And will Congress support 
them as far as they go? America cannot afford 
any solution but the best. The second best— 
the machinery of legislation that leaves room 
for delay or evasion—may destroy democracy” 
in some future crisis. 

The pamphlet especially commends the pro- 
posals for a joint-legislative executive council 
for the drafting of the legislative program upon 
which both the President and the majority 
party leadership of the Congress could unite. 
The 150-year-old conflict between the Congress 
and the executive, Mr. Broughton sees as the 
most dangerous element in our political system. 
“No business would long succeed if the Man- 
agement and the Board of Directors remained 
in conflict year in and year out..... The 
businessman would point out the obvious neces- 
sity of resolving the conflict—either through 
firing the general manager, or, if he had strong 
stockholder support, acquiring a new Board 
that would enable the general manager to act.” 

Short of parliamentary-cabinet government, 
which Mr. Broughton believes could not be 
carried politically in this country, he sees the 
joint-legislative executive council or “joint cab- 
inet’’ as the best means to resolve the conflict. 

“For a Stronger Congress’ does not propose 
a formal plan for reorganization. It examines 
existing plans” and applies its yardstick—the 
main job of Congress—to the various proposals 
which other plans make. It is intended as a 
critieal aid for the inquiring citizen who will 
see this issue debated in the coming months. 

After setting up the yardstick the pamphlet 
addresses itself to these five questions: Can we 
get better Congressmen? What changes should 
be made in the Congressional committee sys- 
tem? Does Congress need more staff ? How can 
Congress better control spending? How can 
conflict between Congress and the President be 
overcome ? 

Mr. Broughton spent ten years in Washing- 
ton. He went there in 1933 as Special Assistant 
to the Chairman of TVA; was an economic 
analyst for the Consumers Division of the Na- 
tional Emergency Council and the Department 
of Labor; was Chief of the Office of Public 
Health Education in the United States Public 
Health Service, assistant director of information 
for the Federal Security Agency, and Director 
of Information for the War Manpower Com- 
mission. A former college political scientist 
and newspaper man, he frequently handled 
Congressional relations for his agencies. 

“For A Stronger Congress,” by Philip S. 
Broughton, is Pamphlet No. 116 in the series 
of popular, factual, ten-cent pamphlets issued 
by the Public Affairs Committee, Inc., a non- 
profit educational organization at 30 Rocke- 
feller Plaza, New York 20, N. Y. 





CHART-FACTS 
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An authoritative impartial analysis 
of your current financial data pre- 
senting in chart form the pertinent 
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company and industry. 
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give management graphic finger-tip 
facts on matters of current interest. 
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| NEW MEMBERS ELECTED 








At a meeting of the National Board of Di- 
rectors held March 29, 1946, the applicants 
named below were elected to active member- 
ship in The Institute: 


HERBERT E. BREMFORDER 
The A. P. Parts Corporation, 1801 Spiel- 
busch Avenue, Toledo. 

DOoNALD E, CoRNELL 
A. D. Juilliard & Company, Inc., Atlantic 
Mills Division, Providence, Rhode Island. 

IvAN R. CUNNINGHAM 
Creole Petroleum Corporation, New York 
City. 

WAGNER J. D'ALESSIO 
California Casualty Indemnity Exchange, San 
Francisco. 

RICHARD E. DERBY 
Converted Rice, Houston, Texas. 

GrorGE L. DUwE 
Cameron Iron Works, Inc., Houston, Texas. 

MONTGOMERY R. FENNO 
Cutler-Hammer, Inc., Milwaukee. 

Donatp S. GRUBBS 
Luscombe Airplane 
Texas. 

HERBERT S. HowarpD 
Niagara Hudson Power Corporation, Syra- 
cuse, New York. ° 

JosEPH T. MAHANEY 
Missouri-Kansas-Texas 
St. Louis. 

DonaLp C. McKim 
Hagan Corporation, Pittsburgh. 

A. DALE MITCHELL 
The Waterbury Farrel Foundry & Machine 
Company, Waterbury, Connecticut. 

RUDOLPH OSTENGAARD 
California Bank, Los Angeles. 

KENNETH ROBERTS 
Huber Manufacturing Company, 
Ohio. 


Corporation, Dallas, 


Railroad Company, 


Marion, 


At a meeting of the National Board of 
Directors held April 14, 1946, the applicants 
named below were elected to active member- 
ship in The Institute: 


HERBERT F. ADAM 
J. Hungerford Smith Company, Rochester, 
New York. 

RICHARD N. ALLEN 
Central Soya Company, Inc., Fort Wayne, 
Indiana. 

R. S. BAss 
A. E. Staley Manufacturing Company, EI- 
dorado at 22nd Street, Decatur, Illinois. 

RotF O. V. BoppING 
Dairy Cooperative 
Oregon. 

JOHN J. CORDNER 
United Dyewood Corporation, New York 
City. 

RoBERT W. CORNELL 
The Parker Appliance Company, Cleveland. 
land. 


Association, Portland, 


EarL A. Dorsey 
Brown-Forman Distillers Corporation, Louis- 
ville, Kentucky. 
BiRNIE V. EDRIDGE 
Bovaird & Seyfang Manufacturing Company, 
Bradford, Pennsylvania. 
CLIFTON W. GREGG 
The Flintkote Company, New York City. 
AusTIN R. HARMON 
Wico Electric Company, West Springfield, 
Massachusetts. 
WILLIAM C. KNAPP 
The Arundel Corporation, Baltimore, Mary- 
land. 
GEORGE R. PEARSON 
The W. L. Maxson Corporation, New York 
City. 
EDWARD B.. PERRY 
Coro, Inc., Providence, Rhode Island. 
P. L. Proctor 
Titeflex, Inc., Newark, New Jersey. 
Davin R. RIACH 
Joseph E. Seagram & Sons, Inc., New York 
City. 
RICHARD A. RICE 
L. Strauss & Company, Inc., Indianapolis, 
Indiana. 
RussELL J. VAN DAME 
The Lincoln Electric Company, Cleveland. 





Election of the 31 new 
members named above 
brings the membership 
of The Institute to 
2,806 











Price Program Recommended 

Spiraling wages and prices can do noth- 
ing but harm to our economy and its peo- 
pe declares a statement adopted recently 
y the Board of Directors of the Chamber 
of Commerce of the United States. Sum- 
marized: in a special pamphlet, ‘Price 
Control or Decontrol ?’’, are the following 
recommendations by the Chamber: 

“Every effort should be made to stab- 
ilize productive employment for the 
months and years ahead with reasonable 
price stability; this requires close coopera- 
tion of government, agriculture, labor and 
business. Business commitments and busi- 
ness transactions must rest on a founda- 
tion of confidence in the value of currency 
and in the reasonable stability of prices. 
We rer.ew our pledge in support of this 
program. 

“The expansion of controls eight 





H. CHARLES KWASHA 
Consulting Actuary 


Employee “Pension “Plans 
50 Broad St. New York 4, N. Y. 
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months after V-J Day,’ says the 
“rather than their contraction and the 
ward price pressures, is evidence to ey, 
man that we are not moving forward to 4 
free society with low prices. We, there. 
fore, require a re-examination of our fe. 
conversion policies. ; 

“We recommend a gradual eliminat. 
tion of price controls on commodities and 
that the final date for the elimination of 
all such controls be October 31, 1946; we 
further recommend that rent controls, 
properly adjusted, be extended not be 
yond March 31, 1947. 

“Congress should eliminate all wartime 
production and price depressant subsidies 
within the next six months. Costs of gov. 
ernment must be drastically reduced. Def. 
cit financing must be terminated. Every 
proposal for new governmental expendi- 
tures should be coupled with definite 
methods for raising the required revenues, 
The budget should be overbalanced and 
debt retired. Foreign lending should be 
geared into our domestic supply and de. 
mand conditions. Congress should make 
a thorough investigation of Treasury fiscal 
policy and make recommendations as to 
interest rates, borrowing and budgetary 
procedure designed to minimize infa- 
tionary pressures. 

“Since V-J Day our policies have been 
based largely on the conception that we 
are faced with a problem of mere price 
control. The failure of these policies is 
due to a misdiagnosis of our problems. 
We have wage inflation, we have currency 
inflation and a delayed or frustrated price 
inflation. The solution can come only 
through a coordinated policy which deals 
not Pig with the symptoms of inflation, 
as does price control, but with the real 
causes of the inflationary pressures which 
abound in many sectors of the economy. 

“Under the policies suggested herein, 
some prices may rise, others may fall. Pro- 
duction will be stimulated and bottleneck: 
will disappear more promptly. Because of 
the distortions already created in the econ- 
omy during the war and since V-] Day, 
additional adjustments are inevitable. In- 
stead of frustrating these adjustments, the 
government should try to guide them 
along natural lines so that gradually we 
will have an effectively functioning fret 
economy with high level employment a 
good wages.” 

* * * 


Tree-ripened oranges and grapefruit will 
reach the breakfast tables of America t 
year with freshness and flavor of fresh pick 
ing, due to glove-tight wrapping of plasti¢ 
film developed by industry. 





TIMELY FIGURES! 


Send your inventory and other emergéncy 
computations to a skilled organization of 
public calculators. Dependable results. 

ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ml. |) 











